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BENNY WAMPLER: Okay. We’ll go ahead and call the

nmeeting to order. | would ask you right up front, if you
have cell phones, please cut them off so we don’t have, you
know, those disruptions and what have you. These are not
microphones that project. We’ll try to talk loud. They are
for the purpose of having a verbatimrecording of our
hearing. Good morning. My name is Benny Wampler and I’'m
Deputy Director for the Departnment of Mnes, Mnerals and
Fnergy and Chairman of the Gas and 0il Board. I’11 ask the
Board menbers to introduce thenselves starting with M.

Qui | | en.
MARY QUI LLEN: Mary Quillen, I’'m Director of

Academ ¢ Graduate Prograns for the University of Virginia
here at the Sout hwest Center.

PEGGY BARBAR: Good norning. Peggy Barbar, Dean

of Engi neering, Southwest Virginia Community Col |l ege, a
publ i c nmenber.

BILL HARRIS: | amBill Harris, a public nenber

fromBig Stone Gap.
SHARON PI GEON: I'm Sharon Pigeon with the O fice

of the Attorney General.

DONNI E RATLIFF: I’'m Donnie Ratliff with Alpha

Nat ural Resources representing coal.

BOB WLSON: I’'m Bob Wilson. I’'m the Director of




the Division of Gas and G| and Principal Executive to the
St af f of the Board.

BENNY WAMPLER: The first item on today’s agenda

is a petition from Equitable Production Conpany for a
repool i ng of coal bed net hane unit VC 536616. This is docket
nunber VGOB-05-1115-1532-01. We’d ask the parties that wish
to address the Board in this matter to cone forward at this
tinme

JI' M KAl SER: M. Chairman and Board nenbers, Jim

Kai ser on behal f of Equitable Production Conpany. Again, if
you woul d, please, if you would call also the next three
items on the docket. We’re going to, again, ask that they
be continued. We’re...it’s...we can hopefully withdraw
these petitions again next month. There’s three companies

i nvol ved in an acreage trade. M/ understanding is that
there is a letter of intent signed, but there is no actua
agreenent yet signed. So---.

BENNY WAMPLER: Ckay. Those are dockets nunber

VGOB- 05- 1115- 1533- 01, VGEOB- 05-1115-1537-01 and VGOB- 06- 0321-
1608. Wthout any objection, those will be continued.

JIMKAISER And if | could, M. Chairnan, while

I'm here, I’'ve got some more housekeeping---.

BENNY WVAMPLER:  Al'l right.

JIMKAISER ---1if that’s all right.




BENNY WAMPLER: That’s fine.

JI M KAI SER.  CNX has the next petition and then

I’'ve got...then I've got two with Chesapeake Appalachia, who
has al so sone |ater on the docket. So, if it’s okay with
them, we’d ask that they go ahead and run all of their
hearings and then I’d come back in with Chesapeake after
nunber twenty-six so that we can do theirs consecutively.

My witnesses are com ng from Charl eston and they were goi ng
to have trouble getting here that early.

BENNY WAMPLER: Okay, we’ll do that.

JIM KAl SER: And then...I’ve got some more. And

then, in addition to that, itens nunber thirty and thirty-
one on the docket, we can withdraw those. Those are now
voluntary units. | guess, you need to call those probably.

BENNY WAMPLER:  Docket nunber VGEOB-06-0718-1684

and VGOB- 06- 0718-1685 are w t hdr awn.
SHARON PIGEON: It was thirty and thirty-one.

JIMKAISER Thirty and thirty-one.

BENNY WAMPLER: Oh, I'm sorry. I called thirty-

two. | thought you said thirty-one.

JIMKAISER: I’'m sorry. No, thirty and thirty-

one.

BENNY WAMPLER:  Ckay. Strike the VGOB-06-0718-

1685. It is actually VGOB-06-0718-1683 that’s withdrawn.




JI'M KAl SER: That’s all I have.

BENNY WAMPLER: Al right.

JIMKAISER See you in a little while.

BENNY WAMPLER. CNX. The next item on the agenda

is a petition from CNX Gas Conpany, LLC for pooling of
coal bed nethane unit 0-76. This is docket nunber VGOB-06-
0620- 1647. This was continued from June. We’d ask the
parties that wish to address the Board in this matter to
come forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

(Anita Duty passes out exhibits.)
(Leslie K Arrington is duly sworn.)

BENNY WAMPLER: The record will show no ot hers,

you may proceed.

MARK SWARTZ: W need to continue this one. A

notice i ssue was brought to our attention this norning. So,

we’ re going to have to renotice it.

BENNY WAMPLER.  All right. That is continued.

Any ot her housekeepi ng on yours.

MARK SWARTZ: I don’t think so.

BENNY WAMPLER: The next itemis a petition from

CNX Gas Conpany, LLC for repooling of coal bed nethane unit
D-19. This is docket nunmber VGOB-01-1120-0978-01. We’d ask

the parties that wish to address the Board in this matter to




cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Wul d you state your nanme for the record,
pl ease?

A Leslie K Arrington.

Q Who do you work for?

A CNX Gas Conpany, LLC

Q What do you do for you?

A I’'m manager of environmental and

permtting.

Q Did you either prepare the notice of
heari ng and application and related exhibits for D19 or
cause themto be prepared under your supervision?

A | did.

Ckay. D d you sign personally both the




notice of hearing and the application with regard to D 19?

A Yes, | did.

Q Who’s the applicant?

A CNX Gas Conpany.

Q s CNX Gas Conpany a limted liability

conpany in Virginia?
A Yes, it is.
Q Is it a wholly owned indirect subsidiary of

Consol Energy?

A Yes.
Q Is it authorized to do business in
Vi rgi ni a?
A Yes.
Q Who is it that the applicant is requesting

be appoi nted desi gnated operator in the event that this
application is approved?

A CNX Gas.

Q In that regard, has CNX Gas Conpany
regi stered with the DMVE?

Yes, it is.

And does it have a bl anket bond file?
Yes.

Who are the respondents here?

> O >» O >

Carol and Mark Wel ch.




Q Ckay. And what did you do to notify them
and any others of a hearing today?

A W nailed by certified mail return receipt
requested on June the 16th, 2006. W published in the
Bl uefield Daily Tel egraph on June the 21st, 2006.

Q Okay. And did you file proof publication

and your certificates with regard to mailing with M.

W | son?

A Yes, we have.

Q Do you wi sh to add any respondents today?

A No.

Q Do you wish to dismss either Mark Wl ch or
Carol Welch?

A No.

Q Ckay. This is a repooling, right?

A Kind of, yes.

Q Kind of, okay. Tell the Board what

happened...why you’re saying kind of.

A Oiginally, it was pooled for another
party. W eventually |eased that interest.

Q So, at that point there was no need for a
pool i ng?

A That’s correct.

Q And then what happened with regard to Mark




and Carol Welch that causes you to be here today?
A That lease expired and we’re pooling that

i nt er est now.

Q Okay. The...there’s no escrow required
her e?

A No.

Q How many wells are in this...in this unit

that...that need to be subject to the election rights, if

any ?
A Two.
Q Ckay. Have you passed out yet---?
A No.
Q Ckay. Anita is going to passing out two

wel | cost estimates, correct?

A Yes.

Q And this...this unit has had an infill well
drilled in it, correct?

A It has one well drilled and one that is
permtted.

(Anita passes out exhibit while the testinony
cont i nues.)

Q Ckay. And that would be under the infilled
modifications that we’ve had from time to time?

A. Yes, it is.




Q kay. And what are the well costs for

t heses two wel | s?

A Just a m nute.
Q Ch, okay.
A I’'m sorry. The costs for the two wells for

wel | D-19 is $293,093.65 and D 19A is $239, 381. 24.

Q Which one is drilled and which one is
permtted?

D-19 and D-19A is permtted.

But not drilled?

But not drill ed.

o > O »

Okay. The interests that you’ve acquired
inthis...by |lease or otherwise in this unit is what?

A 9...we've leased 96.6916% of the coal, oil
and gas owner’s claim to coalbed methane. We’re seeking to
pool 3.3084% of the coal, o0il and gas owner’s claim to

coal bed net hane.

Q Ckay. Does...do the sheets...the

exhi bits...the well cost exhibits that you’ve passed out

i ndicate the permt nunbers and the depth of the wells?

A Yes, they do.
Q Wul d you tell the Board what those are?
A For D-19, the permt nunber is 6748 and the

depth was 2,491.64 feet. D 19A the permt nunber is 7309 to




an estimated depth of 2524,

Q What are the | ease terns...your standard
lease terms that you’ve offered to the folks that you’ve
been able to lease in this unit and that you woul d be
Wi I ling to offer again to the Wl ches?

A For the standard coal bed net hane | ease,
it’s a dollar per acres per year with a five year paid up
termw th a one-eighth production royalty.

Q Ckay. And woul d you recommend those terns
to the Board to be inserted in any order it mght enter with
regard to fol ks who woul d be deened to have been | eased?
A Yes, we woul d.
Ckay. This is an Cakwood | unit, correct?
That’s correct.

And it has how nmany acres?

o > O »
e
S

Ckay. |If you look at the...at the plat,
there’s an error in the legend. Do you see that? It says

“Middle Ridge”.

A Yes.
Q Ckay.
A Ckay.
Q So, we’re going to file an amended plat

just to correct the Mddle R dge to Cakwood | ?




Yes.

Ckay. And as we indicated a nonent ago,

there’s no escrow required here. These people own fee?
A Correct.
Q Ckay.

MARK SWARTZ: I believe that’s all I have, Mr.

Chai r man.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

Bl LL HARRI S: M . Chai r man.

BENNY WVAMPLER® M. Harris.

BILL HARRI'S: Let ne just ask about...l know you

handed out a new estimated actual costs. Just in conparing
that to the one that was with the original application

t here seens to be a significant increase. Could you address
t hat ?

LESLI E K. ARRI NGTON: | sure can. The one...if

vou’1ll notice, the casing that was installed within the
wel |, we did set substantially nore casing and when we went
into this area on D19, on the original well, there was
substantially additional construction work done to prepare
the site. I believe, if you’ll notice on there on one, I'm
generally in the 35 to...$35,000 range for ny site

construction. I believe on that it’s 53,000, I believe.




The casing, the cenenting and the site prep,
t he substantial differences.

BILL HARRI'S: Thank you.

t he Board?

(No audi bl e response.)

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

DONNI E RATLIFF: | nove to approve,

PEGGY BARBAR: | second.

MARY QUI LLEN: Second.

BENNY WAMPLER: Mbtion i s second.

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, sign

yEes.

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

nmodi fication of the Cakwood | Field Rules to

of an additional well in Units H24 to H 26,

| believe, is

BENNY WAMPLER: Ot her questions from nenbers of

BENNY WAMPLER: Do you have anything further?

M. Chai r man.

Any further

fy by saying

(Al Board nenbers signify by saying yes.)

The next item

on the agenda is a petition from CNX Gas Conpany, LLC for a

allow drilling

1-24 to |-25,




J-23 to J-25, K-23 to K-25, L-23 to L-25. This is docket
nunber VGOB-93-0216-0325-09. We’d ask the parties that wish
to address the Board in this matter to conme forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane again for
us.
A Leslie K Arrington.
I’11 remind you that you’re still under
oat h.

A. Yes.

MARK SWARTZ: 1I’d like to incorporate Mr.

Arrington’s testinmony with regard to his enploynent and his

enpl oyer.
BENNY WAMPLER:  That wi Il be incorporated.

Q Les, the units that we’re talking about
here, are those the ones that are colored in red, sort of in

t he center?




A Yes, it is.

Q Ckay. And are adjacent to an area that we
had previously been here on?

A Yes.

Q Okay. Why...what’s the purpose of this
appl i cation?

A Actually, it’s to get infill drilling

Wi thin that area and when we cane in for the area just to
the north of it originally, for sone reason or another we
didn’t get that area highlighted.

Q Okay. And you’re proposing, as we have in
the past, to be able to drill another well in each of those
units that you’ve colored in red?

A That’s correct.

Q And the basis for the...the engineering
basi s and the conpany busi ness basis for doing this is as
we’ve discussed many times before with the Board?

A Yes, it is.

Q And, again, we’ve got the data superimposed
on the map that we’ve...that we’ve used historically to
denonstrate the benefits of infill drilling?

A We do. That’s correct.

MARK SWARTZ: Really that’s all I would have, Mr.

Chai r man.




BENNY WAMPLER: When you refer to the information

presented before the Board before, I assume you’re talking
about the graph showi ng that the second well actually
i ncr eases production?

LESLI E K. ARRI NGTON: Yes, that is what we’re

sayi ng.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: Let nme point out sonething just for

the record and for the following orders on this. This
particular petition actually cane in under docket nunber 93-
0216-0325-09. | believe, nost of your docunentation refers
to 08.

LESLI E K. ARRI NGTON:  Ckay.

BOB WLSON: There was another petition that cane

i n ahead of you that we were here | ater.

MARK SWARTZ: Oh, okay.

BOB W LSON: But this one and all docunmentation

shoul d refl ect the 09.

LESLI E K. ARRI NGTON:  Ckay.

MARK SWARTZ: (Ckay.

BENNY WAMPLER: That ’s what I called, but you’re




t al ki ng about as far as what they have on their---.

BOB WLSON: Yes, sir. The applic---.

BENNY WAMPLER:  Their application says 08?

BOB WLSON: The application and the map and

everyt hi ng says 08.

BENNY WAMPLER: And you’ll correct that with a

refiling?

LESLI E K. ARRI NGTON:  Yes.

BENNY WAMPLER:  Yes. (O her questions from nenbers

of t he Board?

Bl LL HARRI S: M . Chai r man.

BENNY WVAMPLER M. Harris.

BILL HARRI'S: Just a short question. Have you

noti ced any decrease in production fromwells? | nean,
nmost...you know, all of the graphs that we see al ways show
i ncreases. Have there been cases where there has just been
j ust a marginal inprovenent or none at all?

LESLI E K. ARRI NGTON: Maybe margi nal, but |

don’t...I'm not aware of any decrease.

BILL HARRIS: Yeah. | was just curious to see if

that trend foll owed. Thank you.

BENNY WAMPLER: Do you...what do you anticipate as

far as the life of the well?

LESLIE K ARRINGTON: Well, | was originally at 30




years.

period o

lives fo

t he Boar

furt her?

di scussi

yes.

The guys now are estimating it to be | onger now.

BENNY WAMPLER:  Actual ly | onger rather---.

LESLI E K. ARRI NGTON:  Yes.

BENNY WAMPLER.  ---rather than shortening the

f tine.

LESLI E K. ARRI NGTON: They’re estimating longer

r a well.

BENNY WAMPLER: For the two wells in the unit?

LESLI E K. ARRI NGTON:  Yes.

BENNY WAMPLER. Ot her questions from nenbers of

d?
(No audi bl e response.)

BENNY WAMPLER M. W/ son, do you have anyt hi ng

BOB W LSON: No, sir.

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN:. Motion to approve.

PEGGY BARBAR: TI’11 second.

BENNY WAMPLER:  Mbtion is second. Any further

on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al Board nenbers signify by saying yes.)




BENNY WAMPLER.  (pposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pool i ng of coal bed nethane unit A-19. This is docket nunber
VGOB- 06- 0718- 1666. We’d ask the parties that wish to
address the Board in this matter to conme forward at this
time.

MARK SWARTZ: M. Chairman, Mark Swartz. W

apparently also have a notice issue, Anita tells nme, on this
one. So, we need to continue A-109.

BENNY WAMPLER. No others to appear, that nmatter

is continued. Next is a petition from CNX Gas Conpany, LLC
for pooling of coal bed nethane unit G 9. This is docket
nunber VGOB-06-0718-1667. We’d ask the parties that wish to
address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: This particular itemis, of course, a

pooling. There was an objection filed to this permt
application for this unit with the Division of Gas and O |.

The only viable objection that was filed had to do with the




correlative rights of the individuals, a possible

i nfringement on mneral rights and that sort of thing. That
objection, as I'm instructed under Section 45.1-361.29...I'm
sorry, I’ve got the wrong citation there. The law requires
e to...states that | cannot hear itens that are under the
jurisdiction of the Board. The correlative rights of these
i ndi vidual s in pooled and in the areas under field rules are
under the jurisdiction of the Board. So, | have referred

t hat objection to this hearing. The permt was held pendi ng
t he outconme of the pooling hearing.

BENNY WAMPLER. And do you have the nanmes of the

obj ecting parties?

BOB WLSON: Yes, the objections were filed on

behal f of M chael G and Sandra Mcd ot hlin.
BENNY WAMPLER:  All right. The record will show

no others. You nmay proceed, M. Swartz.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nanme for us again.
A Leslie K Arrington.
Q I’11 remind you that you’re still under

oat h.




A. Yes.

MARK SWARTZ: 1I’d like to incorporate Mr.

Arrington’s testimony from the first three pooling hearing
regardi ng the applicant and operator regarding standard
| ease terns and regarding his enpl oynent.

BENNY WAMPLER:  That wi Il be incorporated.

Q Les, who is the respondent here?
A M chael Mcd othlin.
Q Okay. Wiat did you do to notify him and

ot hers that there would be a hearing today?

A Well, we’ve mailed that package three times
now. We nmailed it by certified mail return receipt
requested on June the 16th, which was returned and June the
27t h which was returned. W then noticed that the address
may have not been proper. W, again, mailed it on July the
10th and to this point is unclained.

Q Ckay. And then what else did you do?

A We published in the Bluefield Daily
Tel egraph on June the 21st...on June the 21st, 2006 in the
Bl uefield Daily Tel egraph.

Q Ckay. And have you filed proofs of
publication and certificates with regard to the mailings
that you’ve attempted with Mr. Wilson?

A. Yes, we have.




Q Okay. What interests---?

BENNY WAMPLER: Let ne interrupt you just one

second. Do you have his mailing address?

BOB W LSON: Yes, sir. The initial address that

was used on here, | believe, was P. O Box 950, G undy,
Virginia. The last mailing went to P. O Box 810, G undy,
Virginia. That last notification was sent out on July 10.

BENNY WAMPLER: Was it received?

BOB W LSON: No, sir. It has not been cl ai ned, |

t hi nk, would be the---.

LESLI E K. ARRI NGTON: R ght.

BENNY WAMPLER: 810 is what we have in the records

here. The other one was 9507?

BOB WLSON: Yes, sir. The original mailing

addr ess was Box 950.

LESLI E K. ARRI NGTON: 950 was the wong address.

BENNY WAMPLER. Ckay. All right. And when did

you notice go out---7?

LESLIE K ARRINGTON: The first notice?

BENNY WAMPLER: ---to the 8107

SHARON PI GEON: To the correct address.

LESLI E K. ARRI NGTON: The correct address, the

10t h...July the 10th.
BENNY WAMPLER. Ckay. Do we have a notice issue?




DONNI E RATLI FF: M . Chai r man.

BENNY WVAMPLER M. Ratliff.

DONNI E RATLI FF:  When M. Mcd othlin notified you,

di d he do that by mail ?

BOB WLSON: His attorney notified nme by mail of

t he objection to the permt application, yes. This was
actually prior to this being placed on the Board’s agenda.

SHARON PIGEON: Did you notify themdirectly that

this was going to be referred to the Board?

BOB WLSON: Yes. | notified that it was going to
be directly referred to the Board. | did not notify them of
the tinme and place that notification was still to be

supplied by the applicant.

BENNY WAMPLER: Well, what we’re questioning here

before we get into it is whether or not we have a notice
issue. If it went out July the 10th, we’ve got a notice
issue. So, I'm inclined to---.

MARK SWARTZ: We’ll just continue it until next

mont h.

BENNY WAMPLER: I’'m inclined to continue this

until next tine.

BOB WLSON: | mght add that the...one of the

condition referring the objection to the Board is that the

permt does not get issued until the situation is rectified




ei ther here or by voluntary agreenent.

BENNY WAMPLER. The next itemon the agenda is a

petition from CNX Gas Conpany, LLC for pooling of coal bed

met hane unit P(-2) and this is docket nunber VGOB-06-0718-
1668. We’d ask the parties that wish to address the Board
in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane agai n.
A Leslie K Arrington.

Q I’11l remind you that you’re under oath.
A Yes.

MARK SWARTZ: Mr. Chairman, I’d like to

incorporate Les’

testimony with regard to the applicant,

operator, standard | ease terns and his enpl oynent.

BENNY WAMPLER:  That will be incorporated.

Q This is another situation involving Carol
and Mark Welch, correct?

A Yes, it is.




Q Ckay. And this one is not a repooling,

t hey have not been pooled in this unit before?

A That’s correct.

Q Ckay. Wiat kind of unit is this?

A It’s an Oakwood 80 acre.

Q And how many wells are you proposing to
drill here?

A One.

Q And is it in the w ndow?

A Yes.

Q Ckay. Wiat did you do to notify the

Vel ches and others that there would be a hearing today?

A We mailed by certified mail return receipt
on June the 16th, 2006 and published in the Bluefield Daily
Tel egraph on June the 22nd, 2006.

Q Have you filed proofs in that regard with
M. WIson?

A Yes, we have.

Q Do you want to add any respondents today?

A No.

Q Do you want to dism ss either of the

Wl ches?
No.

Ckay. The...what have you been able...what




i nt erests have you been able to acquire in this unit?
A We have 99. 1172% of the coal, oil and gas
owner’s claim to coalbed methane. We’re seeking to pool

0.8828% of the coal, oil and gas owner’s claim to coalbed

met hane.

Q Okay. And there’s no escrow requirement
her e?

A No.

Q Ckay. Wiat is the proposed...what is the

wel | cost estinmate?
A $256,884.50 to a depth of 2556. The permt
nunber is 5763 and the well is drill ed.

Q Is it your opinion that the plan disclosed
by the application and related exhibits to drill one frac
well in the drilling wwndowin this unit is a reasonable

pl an to devel op the coal bed net hane?

A Yes, it is.

Q And i f we conbine your |easing activities
Wi th a pooling order with regard to the Wl ches, have you
t hen touched all of the basis with regard to protecting
correlative rights?
A Yes, we have.

MARK SWARTZ: That’s all I have.

BENNY WAMPLER: Questions from nenbers of the




Boar d?

Bl LL HARRI S: M . Chai r man.

BENNY WAMPLER: M. Harris.

BILL HARRI'S: Just a quick informational question.

I’'m just curious about the unit designation. I noticed that
this and several others have a parenthesis and then a---.

LESLI E K. ARRI NGTON:  Yes.

BILL HARRI'S: ---dash and a nunber. Could you

tell us about that?

LESLIE K. ARRINGITON: Yes. And that’s

SO. .. because when it goes past zero over into the negative
ar ea- - - .

BENNY WAMPLER: 1It’s like a negative...minus.

LESLI E K. ARRI NGTON: Negative...m nus nunbers on

t he unit nunbers.

BILL HARRI'S: Oh, okay.

BENNY WAMPLER: 1It’s actually...I should have

cal |l ed that m nus 2.

BILL HARRI'S: R ght, okay. Gkay, yeah, |...yeah,

thank you. That’s all I needed.

BENNY WAMPLER: Ot her questi ons?

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.




PEGGY BARBAR | second.

BENNY WAMPLER.  And second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al'l Board menbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pooling or coal bed nethane unit P(-3), docket nunber VGOB-
06- 0718-1669. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

MARK SWARTZ: You might want to put that together

Wi th the next one, M. Chairman, P(-4).

BENNY WAMPLER: We’1ll also call a petition from

CNX Gas Conpany, LLC for pooling of coal bed unit P(-4),
docket nunmber VGOB-06-0718-1670. We’d ask the parties that
Wi sh to address the Board in this matter to cone forward at

this tine.




MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER. No ot hers, you may proceed.

MARK SWARTZ: Mr. Chairman, I’d like to ask you to

incorporate Mr. Arrington’s testimony today with regard to
t he applicant and operator, standard |ease terns and his
enpl oynent .

BENNY WAMPLER:  That will| be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane for us.
Leslie K Arrington.

You’re still under oath?

Yes.

These two units are both OCakwood | units?
Yes, they are.

Bot h containing 80 acres?

Yes.

How many wells in each?

> o0 >» O » O » O >

One.




Q And in each case, is that well the proposed

well to be located in the drilling w ndow?
A Yes.
Q Ckay. Wiat did you do to notify the

respondents that there would be hearings today in these two
units?

A In both cases, it was mailed by certified
mai | return receipt requested June the 16th, 2006. |In both
cases, it was published in the Bluefield Daily Tel egraph on

June the 22nd, 2006.

Q Have you filed proofs in that regard with
M. WIson?

A Yes, we have.

Q Ckay. Wiat interests have you acquired in

t hese two units and what interests are you proposing to poo
and take it in either order, but be sure to identify the
unit?

A Ckay. P(-3) we have 89.8657% of the coal
0il and gas owners interest leased. We’re seeking to pool
10.1343% of the coal, o0il and gas owner’s claim to coalbed
met hane. P(-4) we have 98.875% of the coal, oil and gas
owner’s claim to coalbed methane leased. We’re seeking to
pool 1.125% of the coal, oil and gas owner’s claim to

coal bed net hane.




Q In both of these units, there is no escrow
requi r enent ?

A That’s correct.

Q Ckay. Wuld you cover your well cost
estimates, depth estimtes and whether or not there are
permts?

A Yes. P(-3) is $237,134.15 to a depth of
2568. P(-4) is $242,531.85 to a depth of 2592.

Q Okay. You don’t have permit numbers for

ei t her one of themyet?

A No.
Q Ckay. Is it your opinion that drilling one
frac well in the drilling wi ndow of both of these units is a

reasonabl e way to produce the coal bed net hane gas fromthese
uni ts?

A Yes, it is.

Q And is it your opinion that if you conbi ne
@ pooling order pooling the folks identified as respondents
in these two applications with your |easing...your
successful leasing efforts, all of the correlative rights of
all of the claimants will be protected?

A Yes, it is.

MARK SWARTZ: That’s all I have.

BENNY WAMPLER: Questions from nenbers of the




Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

PEGGY BARBAR: Modtion to approve.

MARY QUI LLEN: Second.

BENNY WAMPLER. And second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.

(Al Board nenbers signify by saying yes, but
Donnie Ratliff.)

BENNY WAMPLER.  Opposed, say no.

DONNI E RATLI FF: | abstain, M. Chairnmn.

BENNY WAMPLER: One abstention, M. Ratliff. You

have approval. The next itemon the agenda is a petition
from CNX Gas Conpany, LLC for pooling of coal bed net hane
unit AX-96. This is docket nunber VGOB-06-0718-1671. We’d
ask the parties that wish to address the Board in this
matter to come forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

MARK SWARTZ: 1I’d like to ask you to incorporate,




if you would, Mr. Arrington’s testimony today with regard to
t he applicant and operator, standard |ease terns that are
bei ng of fered and his enpl oynent.

BENNY WAMPLER:  That will be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR. SWARTZ:

Q Les, is this a Mddle R dge unit?

A Nor a.

Q Nora. How nmany acres?

A 58. 78.

Q How many wel | s are proposed?

A One.

Q We need to change the plat.

BENNY WAMPLER:  The pl at has got M ddl e Ri dge.

A Yeah.

Q Ckay. So, we need file an anmended one in
t hat regard. Proposing one well, where is that well

proposed to be |l ocated with regard to the w ndow?

A Wthin the w ndow.

Q Wthin the wi ndow, okay. Wat did you do
to notify the respondents that you have indicated in Exhibit

B- 37




A Mailed by certified mail return receipt
requested June the 16th, 2006 and published in the Bluefield
Dai | y Tel egraph June the 24th.

Q And have you filed proofs in that regard

W th M. WIson?

A Yes, we have.

Q Do you want to add any respondents or

di sm ss any today?

A No.

Q VWhat interests have you been able to
acqui re and what are you seeking to pool?

A We...we have 53.6407% of the coal, oil and
gas owner’s claim to coalbed methane. We’re seeking to pool
46.3593% of the coal, o0il and gas owner’s claim to coalbed
met hane.

Q Okay. What’s your well estimate with
regard to costs, depth and whether or not you have a permt
nunber ?

A Tt’s $247,510.01. The depth is 2522.29.

The permt nunber is 7147.

Q |s there an escrow requirenent here?
A No.
Q Is it your opinion that drilling one frac

well in this Nora unit is an appropriate way to devel op the




coal bed net hane gas fromw thin and under this unit?

A Yes, it is.

Q And is it your opinion that if you conbine
the | easing activities and acquisition activities of the
applicant wwth a pooling order, that the correlative rights
of all owners and claimants will be protected?

A Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER: Mbtion to approve and a second.

Any further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al Board nenbers signify by saying yes, except
Donnie Ratliff.)

BENNY WAMPLER.  Opposed,, say no.

DONNI E RATLI FF: | abstain, M. Chairnman.

BENNY WAMPLER: One abstention, M. Ratliff. Next




is a petition from CNX Gas Conpany, LLC for pooling of

coal bed nethane unit BJ-109. This is docket nunber VGOB-06-
0718-1672. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

MARK SWARTZ: Again, I’'d like to ask that you

i ncorporate, if you would, M. Arrington’s testimony today
Wi th regard to the applicant, the operator, standard | ease
ternms and his enpl oynent.

BENNY WAMPLER:  That wi Il be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane agai n.

A Leslie K Arrington.

Q Who do you work for?

A CNX Gas Conpany.

Q What did you do to notify the folks |isted

in the notice of hearing and in Exhibit B-3 that we were
goi ng to have a hearing today?

A We nmailed by certified mail return receipt




on June 16, 2006 and we published in the Bluefield Daily
Tel egraph on June 24, 2006.

and your certificates with regard to mailing with M.
W | son?

A Yes, we have.

Q Do you wish to add any respondents or
di sm ss any respondents today?

A No.

This is what kind of unit?

A M ddl e Ri dge, 58.74 acres.

Q Ckay. How many wel|ls are proposed?

A One.

Q s it a frac well?

A Yes.

Q Where is it going to be | ocated?

A Wthin the w ndow.

Q With regard to the well, what’s your cost
estimate?

A $286, 205.83 to a depth of 2,661.45 feet.

The permt nunber is 7086.
Q What interests have you acquired and what
are you seeking to pool ?

A We’ve acquired 99.8194% of the coal, ol

Q Have you filed proofs with...of publication




and gas owner’s claim to coalbed methane. We’re seeking to
pool 0.1806% of the coal, o0il and gas owner’s claim to
coal bed net hane.

Q I’d 1like you to turn for a moment to
Exhibit B-3, just to point this out to the Board, although
I'm assuming that they’re already noticed this. We have

truly inestinmable interest here, sonme of which even going up

to ten decimals or so. It doesn’t even begin to show a real
nunber .

A That’s correct.

Q Ckay. But in any event, they have clains?

A They do.

Q Ckay. And that...their clains are within
the 1.806% that you’re pooling?

A Yes.

Q Ckay. Are there escrow requirenents here?

A Yes.

Q And for what reasons?

A For the conflicting clains and for
unknowns.

Q Ckay. And is there also a title issue?

A Yes, there is.

Q So, really there are three reasons for

escrow. First, the traditional conflicting clains between




gas owners and coal owners---7?
Yes.

---we've got some unknown addresses?

> O >

Yes.
Q ---and in addition there is a title dispute
or title issue, which would require a resolution that also

woul d di ctate escrow?

A That’s correct.
Q Ckay. Is it your opinion that drilling one
frac well in this Mddle Ridge unit in the drilling w ndow

i s a reasonabl e way to devel op the coal bed nethane in and
under this unit?

A Yes, it is.

Q And is it your further opinion that if you
conbi ne your |easing efforts of 99 plus percent with this
pooling order you will have, in effect, protected the
correlative rights of all owners and cl ai mants?

A Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

Bl LL HARRI S: M . Chai r man.

BENNY WVAMPLER M. Harris.

BILL HARRIS: M. Arrington, | have just a couple




of questions. One is on the...well, it relates to the B-3.
But if you would turn to Exhibit E and | ook at page one of

ei ght on Exhibit E. | have a question about your note about
Fred Gant. Under Nunber One there, coal fee ownership. It
says, “Fred Gant retained his one-eighteenth interest in the
CBM.” But then you continue that sentence or the next
sentence, “There is no conflict here. Pay G.R.P. seventeen
and eighteenth and Fred and then there’s an open
parenthesis.” Could you maybe tell us what is happening

t here? Gant instead of Gent. I guess it’s Gant.

MARK SWARTZ: (Okay. Anita needs to be sworn then.

(Anita Duty is duly sworn.)

ANI TA DUTY: In this particular tract, that note

doesn’t apply. That’s...that’s a mistake.

Bl LL HARRI S: So...s0, we need to---.

MARK SWARTZ: Just draw a line through it. |Is

t hat---7?

BILL HARRIS: Draw a line through it, is that

right?
ANI TA DUTY: Yeah.

MARK SWARTZ: (Ckay.

ANl TA DUTY: Because that is a uni...that is a

uni que tract there with that one fifty-fourth conflict.

That doesn’t note doesn’t apply there.




BILL HARRI S: I guess, you’re not going to tell me

what it would have said had it been conplete. | guess he
woul d have gotten the other one-eighth interest.

ANl TA DUTY: Well, on a different tract that he

owns since that is Gent Royalty Partners, he still has an
interest in that as---.

BILL HARRI'S: So, the seventeen, eighteenth/one

ei ghteenth split would apply there---?

ANI TA DUTY: Right.

Bl LL HARRI S: ---but not here?

ANI TA DUTY: Right.

BILL HARRI'S: The other question is | notice that

we tal ked about the zero percentage even out to ten deci nal
pl aces. What happens when it does cone payout tine to those
folks? Is there...is there a minimum amount that’s allowed
or required or what happens? These interest val ues
one...what is this? Twenty-one thousand seven hundred

ei ght h.

LESLI E K. ARRI NGTON:  Yes.

Bl LL HARRI S: Fi ve hundreds of an acre.

LESLIE K. ARRINGION: Yes. We’ll just have to

cal culate it for what it is.

MARK SWARTZ: Well, I'm not sure that that’s the

answer. | think the answer is that these people are going




to have to work that out anong thenselves to get the noney
out of escrow. | nean, you know, if the other issues go
away, they’re going to have to agree on something to cone
out because...I mean, we don’t have a number.

BILL HARRIS: I don’t...yeah, I’'m not sure what

you coul d do.

MARK SWARTZ: Now, sone of the people...l nean,

when you get to the next page actually, you know, we’re
reporting an interest that could be cal cul at ed.

Bl LL HARRI S: Yes. Yeah, | noti ced.

MARK SWARTZ: But | think for the fol ks that we

were showi ng zeros going out in the distance, | think
they’re going to have to make some arrangement of agreement.
I don’t know what else to do, Mr. Harris, I nean, in that
regard.

BILL HARRI'S: Yeah, yeah. | was just curious as

to how that was handled, if there were a m ni nrum paynent
al | ocat ed- - -.

MARK SWARTZ: No, there’s a minimum

paynent...there were m ni num paynents in terns of royalties
internally that we tried---.

LESLI E K. ARRI NGTON: (I naudi bl e.)

MARK SWARTZ: If it’s less than $5, we pay what---




LESLI E K. ARRI NGTON:  25.

MARK SWARTZ: Less than $25. |Is it once a year?

LESLI E K. ARRI NGTON:  Yes.

MARK SWARTZ: But this setting, this is an escrow

setting. We don’t have some minimum rule here, that I'm
awar e of .

BILL HARRIS: | was just curious. Thank you.

MARK SWARTZ: That’s fair enough.

BENNY WAMPLER: One ot her question on E. The

first page, again, of that one of eight, is the note at the
very top then applicable, “Only one fifty-fourth interest is
clouded.”?

ANI TA DUTY: That’s...that’s a good note.

BENNY WAMPLER: Okay. We’d ask you to refile E

Wi t hout the other note. Oher questions fromnenbers of the
Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

PEGGY BARBAR: Second.

BENNY WAMPLER:  Mbtion and a second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying




yes.
(Al Board nenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for

di sbursenent of funds from escrow and aut hori zation for

di rect paynent of royalties on Tracts 1C, 1D and 1F of unit
W 35. This is docket nunber VGEOB-98-0324-0627-04. We’d ask
the parties that wish to address the Board in this matter to
come forward at this tine.

MARK SWARTZ: Mark Swartz and Anita Duty.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

ANI TA DUTY

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your nane for us,
pl ease?

A Anita Duty.

Q Who do you work for?

A CNX Gas Conpany.

Q What do you do for themthat has sonething




to do with what we’re talking about this morning?

A | nonitor the accounts and make sure that
any noney that we have sent in is...actually shows up on the
bank’s records.

Q kay. Wth regard to this first
appl i cation for disbursenent concerning W35, what records
did you review to...before comng here today to satisfy
yoursel f as to whether or not the records agreed?

A | conpared the check anpbunts that were sent
in fromour | ease managenent people with the deposits that
were in the escrow accounts to nmake sure that everything
reconci | ed.

Q Ckay. And when you conpared your paynent
records to the bank’s deposit records essentially---?

A Ri ght .

Q ---could you tell the Board whether or not
t hey were agreenent?

A They were.

Q Okay. The tracts that we’re dealing with

t oday, are they identified on Exhibit Ato this application?
Yes.

Q Okay. And they’re 1B, 1C, 1D, 1E, 1F, 1G

and 1H?

A. Those are all the tracts that are




r emai ni ng.
Q Ckay. And we’re not necessarily dealing
Wit h t hose?
A Ri ght .
Q Ckay. Wiich ones are we tal king about
di sbursing fron? Are those the ones that are listed on the
first page of the application?

A Yes. 1C, 1D and 1F.

Q kay. So, three out of those tracts, 1C
1D and 1F are the ones we’re talking about?

A Yes.

Q Ckay. So this escrow account will have

funds in it after these di sbursenents?

A Yes.
Q Okay. You’wve got a percentage column and
yvou’ve got a dollars and cents column. If and when a

di sbursenent is approved and nmade, which colum should the

escrow agent be directed to use in naking the paynents?

A The percent of escrow.

Q Ckay. Is this balance as of a particul ar
dat e?

A June the 16t h.

Q Ckay. And we can assune, | think, that the

dol | ar anmounts here as of date will different whenever




this...these di sbhursenents are nade?

A Yes.
Q And that’s the reason for the percentage?
A Yes.
Q Ckay. Are you al so asking the Board that

in the event these disbursenents are nade or this

di sbursenent is approved that the operator be allowed to pay
t he people identified as receiving these di sbhursenents and
Wi th regard to those interests directly as opposed to
continuing to escrow those funds?

A Yes.

Q Okay. These people that you’ve identified
as eligible for disbursenents is the reason because they

have entered into split agreenents?

A Yes.

Q And are those agreenents in witing?

A Yes.

Q And do they proved for a 50/50 split as

i ndi cated in your second to the |ast colum?

A Yes.

Q And do your percentages also reflect a
50/ 50 split?

A Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.




BENNY WAMPLER:  Questions from nenbers of the

Boar d?

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: Did we get an accounting for this

di sbur senment ?

ANl TA DUTY: Li ke t he whol e sheet ?

BOB W LSON: Yes.

ANI TA DUTY: | can send it to you.

BOB WLSON: The bal ance.

ANl TA DUTY: I can...I didn’t...I haven’t been

doing one lately. I’ve been doing it this way, but | can
send it to you.

BOB WLSON: I think we’ve...didn’t the Board

deci de that we needed to have an accounting---?

BENNY WAMPLER: Have a bal ance on it.

BOB WLSON: ---for these going forward?

BENNY WAMPLER: A bal ance. These three are the

only ones that would be paid out.

BOB WLSON:  Right .

BENNY WAMPLER:  Then it will be directly paid

after today’s hearing.

MARK SWARTZ: Correct.

BENNY WAMPLER: Wl |, after the date...what date




is this?

MARK SWARTZ: Well, sone noney may have cone in

t hough- - -.
BENNY WAMPLER: The bal ance as of 6---.

MARK SWARTZ: Well, there may be nore noney

already. So, they’re going to use a percent to disburse
what t hey may have when they make the di sbursenent.

BENNY WAMPLER: When t hey nmake the di sbursenent.

MARK SWARTZ: But we can stop neking addition

payments in is what you’re saying.

BENNY WAMPLER: Ckay. All right. Questions from

menbers of the Board?

MARK SWARTZ: Do you follow that?

(No audi bl e response.)

MARK SWARTZ: Tell the royalty people to stop

payi ng on those.

ANl TA DUTY: No, we can’t do that.

MARK SWARTZ: Wy not ?

ANI TA DUTY: Because that nesses it up. Because

if they stop paying---.

MARK SWARTZ: Oh, right. Yeah. ©No, we’ve got to

do it as of the date of di sbursenent because ot herw se the
percentage is not going to work.

ANI TA DUTY: We’ve already had that happen before.




MARK SWARTZ: Yeah, | was thinking that we

need...yeah...no, we need to...we need to do it all at one
time. So, when the order goes out, that needs to be the
direction to the escrow agent and the direction to us
because ot herw se the percentage of escrow will change and

it won’t work.

BENNY WAMPLER:  Ri ght.

LESLI E K. ARRI NGTON:  Yeah.

BOB WLSON: W have tried to establish

communi cations here such that when we are notified that the
paynent has been made by the escrow agent, we notify these
fol ks and they can notify their accounting to seize paynent
as of that date.

BENNY WAMPLER: Into escrow and then thereafter

pay directly to the clainmant.

BOB WLSON: Right. Exactly, right.

BENNY WAMPLER. | will check...it was just brought

to my attention on the plat that we’ve got 0627-01. | know
you copied to show --.

ANI TA DUTY: | just used the | ast one that we had

filed.
BENNY WAMPLER:  Yeah.

MARK SWARTZ: | think we need to stay with that.

BENNY WAMPLER: I'm sorry?




MARK SWARTZ: | think that was an original exhibit

in that proceeding. I don’t think we need to be changing
t hat nunber.

BENNY WAMPLER: I don’t...I don’t either.

MARK SWARTZ: Ckay. | nean, | just---.

BENNY WAMPLER: TI’'m just asking for clarification.

MARK SWARTZ: ©No problem. No problem. But that’s

why it is what it is.
(Sharon Pigeon confers with Benny Wanpl er.)
BENNY WAMPLER:  Yeah, | guess the question is the

01 correct or should it just be the one that has the 06277
Are you just using this as---7?

ANI TA DUTY: It was repool ed.

MARK SWARTZ: It was repooled. So---.

BENNY WAMPLER. Ckay. All right. Al right.

Ct her questions or comment s?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONNI E RATLI FF: | nove to approve, M. Chairnman.

BENNY WAMPLER:  Mbtion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying




yes.
(Al
BENNY WAMPLER:

Opposed,

Board nenbers signify by saying yes.)

say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for

di sbur sement of funds from escrow and aut hori zation for
FF-23. This

di rect paynent of royalties on Tract 2B of unit

i s docket nunber VGOB-99-0216-0709-01. We’d ask the parties
that wi sh to address the Board in this matter to cone
forward at this tine.

MARK SWARTZ: Mark Swartz and Anita Duty.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

ANI TA DUTY

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nane for us

Anita Duty.
Who do you work for?

CNX Gas.

o > O »

What do you do for CNX Gas that pertains to




t hi s application?

A Make sure that the escrow account is
mai nt ai ned.

Q Ckay. Wiat records, if any, did you review
to prepare the exhibit that you’ve submit with this
application and to cone here today?

A | conpared the check anpbunts that were sent
in on the owner’s behalf of the bank ledger sheets to make
sure that they were correct.

Q Ckay. And when you nade that conparison
what did you determ ne?

A That everyt hi ng bal anced.

Q Ckay. And is the balance as of a date
refl ected on your Exhibit A?

A Yes. This one is May the 31st.

Q Ckay. And so as of May the 31st, the
records that you have with regard to checks you sent and the
bank’s records with regard to deposits that they received
were in agreenent?

A Yes.

Q Okay. And the tract that you’re seeking a
di sbursenent fromis what, 2B?

A Yes.

Q So that noney will remain in this escrow




account even after this disbursenent?

A Yes.

Q And is the reason for the disbursenent
because Hugh McRae, Torch Coal and Consolidation Coa

Conpany have reached a split agreenent?

A Yes.

Q s that agreenent in witing and signed by
t hen?

A Yes.

Q Is it a 50/50 agreenent?

A Yes.

Q Okay. And you’ve reflected the percentage

t hat ought to cone out...the percentage of the total escrow
t hat ought to conme out of escrow when the paynent is nade by
t he escrow agent?

Yes.

And what’s that percentage?

17. 4973 to each owner.

o > O »

Ckay. And the dollars are sinply to
illustrate if that had happened on May the 31st that woul d
have been what they woul d have recei ved?

A Yes.

Q And you woul d expect that the anount woul d

be different as we go forward?




A Yes.

Q At the tine the escrow agent makes the
di sbursenent, is it your request that you be allowed to stop
payi ng these folks directly...stop paying their noney into
escrow and start paying themdirectly?

A Yes.

MARK SWARTZ: Okay. I think that’s all I have,

M. Chai r man.
BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

BOB WLSON: Once, again, Mr. Chairman, we’d like

@ detail ed accounting.

BENNY WAMPLER. Right. Do you agree to do that?

ANI TA DUTY: Yes.

DONNI E RATLIFF: | nove to approve, M. Chairnan.

BENNY WAMPLER. Mbtion to approve. |Is there a

second?

Bl LL HARRI S: Second.

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al'l Board nenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.




(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

MARK SWARTZ: Thank you all.

BENNY WAMPLER: Do you all want a five mnute or

do you want to keep goi ng?

SHARON Pl GEON: Yes, sir.

BENNY WAMPLER: A five m nute break

(Break.)
BENNY WAMPLER: The next itemon the agenda is a

petition from Equitable Production Conpany for pooling of
coal bed net hane unit VC 502915. This is docket nunber VGOB-
06-0718-1674. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JI M KAl SER: M. Chairman, Jim Kai ser and Don Hal

on behal f of Equitable Production Conpany. Before we get
started, I'm wondering if we might...one other little matter
of housecl eaning. Equitable has itens nineteen through
twenty-five and then we filed one late for this docket after
we had filed these other ones, which goes all the way down
to nunber thirty-two. I’m wondering if we might move that
one up to twenty-five and then nake the m scel |l aneous
petition for increased density drilling twenty-six.

BENNY WAMPLER: Wi ch one are you wanting to nove?

JIMKAISER: I want to...I’d like to move thirty-




two up to right after---.

BENNY WAMPLER:  Twent y- si x?

JIMKAISER.  Yes...yes, sir. Wll, it wuld

actual ly be twenty-five, | guess.

BENNY WAMPLER: Ckay. W can handle that. GCkay,

t he record shows no others. You may proceed.

JIMKAISER:. The first four that we have

t oday...the first four poolings, which would be itens 1674

t hrough 1677 are all Yellow Popular units. So, we’11l, I
guess, maybe go through all the testinony the first tine and
t hen incorporate it---.

BENNY WAMPLER:  Ckay.

JI' M KAl SER: ---for the other three if that’s all

right with the Board.

BENNY WAMPLER: That’s fine.

JIMKAISERR M. Hall, if you would state your

name for the record, who you’re employed---.

COURT REPORTER  Don, raise your right hand.

JIM KAISER: 0Oh, I'm sorry.

(Don Hall is duly sworn.)

DON HALL
havi ng been duly sworn, was exam ned and testified as

f ol | ows:




DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, if you would state your nane for
the Board, who you’re employed by and in what capacity?
A My name is Don Hall. I'm employed by
Equi t abl e Producti on Conpany as District Landnan.
Q And do your responsibilities include the
| and i nvol ved here and in the surroundi ng area?
A They do.
Q Are you famliar with the application we
filed seeking to pool any unleased interest for EPC well
nunber VC- 502915, which was dated June the 16th, 20067
A Yes.
Q Does Equitable own drilling rights in the
uni t invol ved here?
A We do.
Q Prior to filing the application, were
ef forts nmade to contact the respondents and an attenpt nade
to work out a voluntary | ease agreenent?

A Yes.

Q What is the interest of Equitable under
| ease in the gas estate in this unit?

A W have 0% in the gas estate.

Q And the interest under | ease to Equitable




in the coal estate?

A 100%

Exhibit B-3 to the application?

A Yes.

Q Ckay. And we do...as we stated earlier
this is a...the gas estate is owned by Yell ow Popular in
this case?

A That’s correct.

Q And, again, you’ve made reasonable and
diligent efforts and checked sources to try and identify...
i dentify any sharehol ders or owners of that corporation?

A Yes.

Q Ckay. In your professional opinion, was
due diligence exercised to |locate each of the respondents
named?

A Yes.

Q Are the addresses set out in Exhibit Bto
t he application the | ast known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force
pool ed all unleased interest as |listed at Exhibit B-3?

A. W are.

Q And are all the unleased parties set out at




Q Are you famliar with the fair market val ue

of drilling rights in the unit here and in the surroundi ng
area?
Yes.
Q Coul d you advise the Board as to what those
ar e?
A We pay a five dollar bonus on a five year

termwith a one-eighth royalty.

Q In your opinion, do the terms you’ve just
testified to represent the fair market value of and fair and
reasonabl e conpensation to be paid for drilling rights in
this unit?

A They do.

Q Now, as to any unl eased parties, and |
guess obviously particul ar, any sharehol ders or successors
to any interest in Yell ow Popul ar ever |ocated, do you agree
t hat they be allowed the follow ng statutory options with
regard to their interest: 1) Participation; 2) a cash bonus
of five dollars per net mneral acre plus a one-eighth of
ei ght -eighths royalty; or 3) in lieu of a cash bonus and
one-ei ghth of eight-eights royalty share in the operation of
the well on a carried basis as a carried operator under the
following conditions: Such carried operator shall be

entitled to the share of production fromthe tracts pool ed




accruing to their interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents

t hereof or agreenents relating thereto of such tracts, but
only after the proceeds applicable to their share equal, A
300% of the share of such costs applicable to the interest
of the carried operator of a | eased tract or portion

t hereof; or B) 200% of the share of such costs applicable to
the interest of a carried operator of an unleased tract or
portion thereof?

A Yes.

Q Do you recommend that the order provide
that elections by the respondents be in witing and sent to
t he applicant at Equitable Production Conpany, 1710
Pennsyl vani a Avenue, P. O Box 2347, Charl eston, West
Vi rginia 25328, Attention: Leslie Smth, Regulatory?

A Yes.

Q Should this be the address for all

communi cations with the applicant concerning any force
pool i ng order?

A It shoul d.

Q Do you recommend the order provide that if
no witten election is properly made, then that respondent
shoul d be deened to have el ected the cash royalty option in

| i eu of participation, in other words, deened to have




| eased?

A Yes.

Q Shoul d t he unl eased respondents be given 30
days fromthe date that they receive the Board order to file
their witten el ections?

A Yes.

Q I f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportionate share of actual well costs?

A Yes.

Q Does the applicant expect any party
electing to participate to pay in advance that party’s share
of actual conpleted well costs?

A We do.

Q Shoul d the applicant be allowed a 120 days
following the recordation date of the Board order and

t hereafter annually on that date until production is

achi eved, to pay or tender cash bonus or delay rental
becom ng due under the force pooling order?

A Yes.

Q Do you recommend that the order provide
that if a respondent elects to participate but fails to pay
t heir proportionate share of well costs, then that election

to participate should be wi thdrawn and void and such




respondents should be treated as deened to have | eased, as
if noinitial election had ever been filed under the order?
A Yes.

Q Do you recommend that the order provide

t hat where a respondent elects to participate but defaults
in regard to the paynent of well costs, any cash sum
becom ng payable to that respondent be paid within 60 days
after the | ast date on which that respondent could have paid
t hose well costs?

A Yes.

Q In this particular case, the Board does
need to establish an escrow account---7?

A That’s correct.

---as depicted---7?

A Exhi bit e.

Q ---at Exhibit E covering Tract 1, correct?
A That’s correct.

A Who shoul d be naned operator under any

force pooling order?

A Equi t abl e Producti on Conpany.

Q And the total depth of this well?
A 2495 feet.

Q The estinmated reserves?

A 230 mllion cubic feet.




Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit C?

A It has.

Q I n your opinion, does this AFE represent a
reasonabl e estimate of the well costs?

Yes.

Q Coul d you state for the Board both the dry
hol e costs and conpl eted well costs?

A The dry hole costs is $126, 782 and the
conpl eted well costs is $321, 989.
Q Do these costs anticipate a nultiple
conpl eti on?
A They do.
Q Does your AFE include a reasonabl e charge
f or supervision?
A Yes.
Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?
A Yes.

MR, KAISER  Nothing further of this wi tness, M.

Chai r man.

BENNY WAMPLER: Questions from nenbers of the




Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

PEGGY BARBAR: I’11 second.

BlILL HARRI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al Board nenbers signify by saying yes, but
Donnie Ratliff.)

BENNY WAMPLER.  Opposed, say no.

DONNI E RATLI FF: | abstain, M. Chairnmn.

BENNY WAMPLER: One abstention, M. Ratliff. You

have approval. The next itemis a petition from Equitable
Producti on Conpany for pooling of coal bed nethane unit VC
535685, docket nunber VGEOB-06-0718-1675. We’d ask the
parties that wish to address the Board in this matter to
come forward at this tine.

JIM KAl SER.  Again, M. Chairman, Jim Kaiser and

Don Hall on behal f of Equitable Production.
BENNY WAMPLER: The record will show no ot hers.

You may proceed.




DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, are you famliar with the
application we filed here seeking to pool any unl eased
interest in the unit for EPC well nunber VC 535685, dated
June the 16th?

A Yes.

Q Does Equitable own drilling rights in the
unit invol ved here?

A W do.

Q And, again, is the interest of Equitable
under lease in the gas estate 0% and while the interest in

t he...under |ease in the coal estate is a 100%

A That’s correct.

Q Are all unleased parties set out in Exhibit
B- 3?

A They are.

Q And, again, you’ve nade reasonable efforts

to try to identify any potential successors to Yell ow
Popul ar ?
Yes.

Q Are you requesting this Board to force poo




al | unl eased interest as |listed at Exhibit B-3?

A Yes.
Q Again, are you famliar with the fair
mar ket value of drilling right in this unit and the

surroundi ng area?

A Yes.

Q Agai n, advise the Board as to what those
ar e.

A We pay a five dollar bonus on a five year

termwith a one-eighth royalty.

Q In your opinion, do the terns that you just
testified to represent the fair market value of and fair and
reasonabl e conpensation to be paid for drilling rights

A They do.

BENNY WAMPLER: Mr. Chairman, at this point, we’d

| i ke to incorporate the el ection option testinony taken
previously in 06-0718-1674.

BENNY WAMPLER:  That wi Il be incorporated.

Q M. Hall, again, we do need to establish an
escrow account for this unit?

A Yes.

Q And it will cover...again, it wll cover
Tract 17?

A. That’s correct.




under

Q

force pooling order?

And who shoul d be named oper at or any

A Equi t abl e Producti on Conpany.
And what is the total depth for this well?

A 2,430 feet.

Q And the estinated reserves for the unit?

A 230 mllion cubic feet.

Q Has AFE has been revi ewed, signed and
subm tted to the Board as Exhibit C?

A Yes.

Q In your opinion, does it represent a
reasonabl e estimate of the well costs?

A It does.

Q Coul d you state for the Board both the dry

hol e and conpl eted wel |

A
conpl et ed wel
Q
conpl eti on?
super vi si on?
A
Q

granting of this application be in the best

conservati on,

costs for this well?

The dry hole costs is $143,982 and the
| costs is $354,173.

Agai n, do these costs anticipate a nultiple

Does your AFE include a reasonable charge for

Yes.

I n your professional opinion, wuld the

i nt erest of

the prevention of waste and the protection of




correlative rights?
A Yes.

JIM KAISER.  Nothing further of this w tness at

this tinme, M. Chairnan.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

Bl LL HARRI S: M . Chai r man.

BENNY WVAMPLER® M. Harris.

BILL HARRIS: Let ne ask a question about the

location. I notice that it’s in the...that...the boundary
area...| neant to ask that on the previous one. 1Is there a
reason why we’re not drilling that in the window?

DON HALL: I’'m sure there is. Sone of these
locations are chosen by the coal company and others it’s
t opogr aphi ¢ consideration. The...as far as drilling outside

t he wi ndow, those |ocation exceptions are handl ed through

the permitting process. So, I'm---.
BILL HARRIS: Yes. Yes. | was just curious that,
you know, there were no contour |ines shown. | was just

curious about that.
DON HALL: T really couldn’t answer that because

it’s done through the permitting process.

BILL HARRI'S: Yeah. The other thing is, could you

maybe address the costs here? I know you can’t put a dollar




per foot. But, you know, it usually cones close to maybe a
$100 or so a foot when all is said and done and this is
Jjust...I’m not saying...I’m not asking you if that’s true or
not. But I’'m just saying over the years it seens to be that
way. I notice this...it’s quite a bit more. 1Is it just the
type of material that they’re drilling through or is there
a...l nmean, you know, 354 just seens a little high for

ot her...you know, when you | ook at other 2400 foot wells.
DON HALL: Well, the cost of doing business is
continuing to go up as far as---.

BILL HARRIS: I think we’ve others today though

t hat were |ess than that.

DON HALL: The cost of pipe and treatnents of the
wel ls and so forth are continuing to go up. W have a
drilling footage there at $20 a foot.

BILL HARRI'S:  Yeah.

DON HALL: Construction...this location $34, 000,
whi ch is probably $10,000 or $15,000 nore than sone of the
ot hers. Just | ooking down the---.

JI M KAI SER:  Pi pel i ne construction.

DON HALL: Pipeline construction is, you know,
3...is alnost $37,000 for pipeline. This is an area where
were having to built an infrastructure to get the

pipe...there’s no pipe in there.




JIMKAISER It |ooks like you’re having to run

about 3,000 feet of pipe.
DON HALL: Right. So, a variety of things that
j ust add up.

BILL HARRI'S: (Okay. GCkay, thank you.

BENNY WAMPLER: O her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KAl SER: Mr. Chairman, we’d ask that the

appl i cati on be approved as subm tted.

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

PEGGY BARBAR: Second.

BENNY WAMPLER:  Second. Any further discussions?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al Board nenbers signify by saying yes, except
Donnie Ratliff.)
BENNY WAMPLER:  Opposed, say no.

DONNI E RATLI FF: | abstain, M. Chairnmn.

BENNY WAMPLER: M. Ratliff abstains. You have

approval. Next on the agenda is a petition from Equitable

Producti on Conpany for pooling of coal bed nethane unit VC




535684. This is docket nunber VGOB-06-0718-1676. We’d ask
the parties that wish to address the Board in this matter to
cone forward at this tine.

JIM KAl SERR M. Chairman, again, JimKaiser and

Don Hall on behal f of Equitable Production Conpany.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

JIM KAISER:  Again, this is another Yell ow Popul ar

uni t .
DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q M. Hall, if you could...you are famliar
Wi th the application we filed seeking to pool any unl eased
interest in the unit for EPC well nunber VC 535684, which
was dated June the 16th?

A Yes.

Q And, again, as far as to the interest owner
Wi thin the unit, Equitable has a 100% of the coal estate
under | ease and 0% of the gas estate under |ease?

A That’s correct.

Q And, again, you made reasonable efforts to
i dentify any successors to the Yellow Popul ar interest?

A. Yes.




Q Are you asking the Board to force pool all

unl eased interest |isted at Exhibit B-3?

A W are.

Q And, again, are you famliar with the fair
mar ket value of drilling rights in this unit?

A Yes.

Q What are those?

A A five dollar bonus on a five year term

Wi th a one-eighth royalty.

Q And do these ternms you have testified to,

i n your opinion, represent the fair market value and fair
and reasonabl e conpensation to be paid for drilling rights?
A Yes.

JI M KAl SER: Again, Mr. Chairman, we’d ask that

the el ection testinony taken previously in itens 1674 be
i ncor porated for purposes of this hearing.

BENNY WAMPLER:  That will be incorporated.

Q Again, M. Hall, we do need to establish an
escrow account for this unit covering the proceeds from
Tract 1, is that correct?

A That’s correct.

Q And who shoul d be nanmed operat or under any
force pooling order?

A Equi t abl e Producti on Conpany.




Q And what is the total depth of this well?

A The total depth is 2460 feet.

Q And the estinated reserves for the unit?

A 230 mllion cubic feet.

Q Agai n, an AFE has been reviewed, signhed and
subm tted to the Board as Exhibit C?

A Yes.

Q In your opinion, it represents a reasonable

estimate of the well costs?

A Yes.

Q Wul d you state the dry hole costs and
conpleted well costs for this well?
A The dry hole costs are $130,582 and the
conpl eted well costs is $324, 707.
Q And do these costs anticipate a nmultiple
conpl eti on and does your AFE include a reasonable charge for
super vi si on?
A Yes.
Q I n your professional opinion, wuld the
granting of this application be in the best interests of
conversation, the prevention of waste and the protection of
correlative rights?
A Yes.

JIM KAl SER: Nothing further of this wtness at




this tinme, M. Chairnan.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: s there a notion?

MARY QUI LLEN: Motion to approve.

BENNY WAMPLER: Is there a second?

PEGGY BARBAR: Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.

(Al Board nenbers signify by saying yes, except
Donnie Ratliff.)

BENNY WAMPLER.  Opposed, say no.

DONNI E RATLIFF: TI’11 abstain, Mr. Chairman.

BENNY WAMPLER: One abstention, M. Ratliff. You

have approval. The next itemon the agenda is a petition
from Equi tabl e Producti on Conpany for pooling of coal bed

met hane unit VC-537059. This is docket nunmber VGOB-06-0718-
1677. We’d ask the parties that wi sh to address the Board
inthis matter to cone forward at this tine.

JIM KAl SER.  Again, M. Chairman, Jim Kaiser and

Don Hall on behal f of Equitable Production Conpany.




BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, are you famliar with the
application we filed seeking to pool the unleased interest
in the unit for EPC well VC- 537059, dated June the 16t h,
20067

Yes.
Q And, again, in this particular unit, it’s
our fourth and final Yellow Popular pooling on this
particul ar docket, again, Equitable has a 100% of the coa

estate under | ease and 0% of the gas estate?

A That’s correct.

Q And all the unleased parties are set out at
B- 3?

A Yes.

Q Agai n, you nmade reasonable efforts to

i dentify successors?
A Yes.
Q Are you requesting the Board to force poo

al | unl eased |isted at B-3?




Yes.

Q And the fair market value of drilling
rights for this unit?

A We pay a five dollar bonus on a five year
termwith a one-eighth royalty.

Q And do the terns you have testified to, in
your opinion, represent the fair market value and fair and
reasonabl e conpensation to be paid for drilling rights
Wi thin this unit?

A It does.

JIM KAI SERE  Again, M. Chairman, we’d ask that

t he el ection option testinony from 1674 be incorporated for
pur poses of this hearing.

BENNY WAMPLER:  That wi Il be incorporated.

Q M. Hall, again, we have to establish an
escrow account for this unit or the Board does?

A Yes.

Q And, again, it wll cover all the proceeds
from Tract 17

A Yes.

Q And who shoul d be nanmed operat or under any
force pooling order?

A Equi t abl e Producti on Conpany.

Q And the total depth of this well?




A 2476 feet.

Q And the estinmated reserves for the unit?
A 230 mllion cubic feet.

Q Has an AFE has been revi ewed, signed and

submtted to the Board as Exhibit C?

A It has.

Q I n your opinion, does it represent a
reasonabl e estimate of the well costs?

A Yes.

Q State for the Board both dry hole costs and
conpl eted well costs for this well.

A The dry hole costs is $135,852 and the
conpl eted well costs is $335,013.

Q And do these costs anticipate a multiple
conpl etion and i nclude a reasonabl e charge for supervision?
A They do.

Q I n your professional opinion, wuld the
granting of this application be in the best interests of
conversation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIM KAl SER: Nothing further of this wtness at

this tinme, M. Chairnan.

BENNY WAMPLER:  \What was your TD on this, tota




dept h?
JIM KAl SER  2476.

DON HALL: 2476.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

PEGGY BARBAR  Motion to approve.

MARY QUI LLEN:. Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.

(Al Board nenbers signify by saying yes, except
Donnie Ratliff.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

DONNI E RATLIFF: TI’11 abstain, Mr. Chairman.

BENNY WAMPLER: M. Ratliff abstains. The next

itemis a petition from Equitable Producti on Conpany for
pool i ng of coal bed nethane unit VC 536596. This is docket
nunber VGOB-06-0718-1678. We’d ask the parties that wish to

address the Board in this matter to cone forward at this




JI M KAl SER:  Again, M. Chairnman, Jim Kai ser and

Don Hall on behal f of Equitable Production Conpany.

BENNY WAMPLER: | need you to state your nane for

t he record, please.

NORVAN RASNAKE: Excuse ne. | got papers on both

of them this one and then the next one.

COURT REPORTER: Your nane, Sir.

PATSY RASNAKE: Nor man Rasnake.

NORVAN RASNAKE: Norman Rasnake. | got papers for

1678 and 1679. Can you join themtogether that way...the
fam |y has not got no papers...never sent them
papers...never sent no one el se no papers. (Ilnaudible)
company has really give me a run around. I couldn’t find
out where this place was at---.

BENNY WAMPLER.  Well, let nme get you to cone down

and | et ne get your nane.

BENNY WAMPLER: There’s seats up here. We’ll just

spread the m crophone out a little bit. One of you can sit
up here. W can get all of you seated. We’ll pull a
m ke...get himto pull a m crophone up there.

NORVMAN RASNAKE: My nane is Norman Rasnake.

BENNY WAMPLER. W got your nane. Did we get---7?

COURT REPORTER:  No.




STACY RASNAKE: My nane is Stacy Rasnake.

BENNY WAMPLER: St acy Rasnake, okay.

PATSY RASNAKE: Patsy Rasnake.

BENNY WAMPLER: They’re saying it’s not good to

combine the two. We’ll take them one at a time like we’ve

been doing and we’ll hear your comments.

NORVAN RASNAKE: Wl ---.

BENNY WAMPLER: | f your comments are the sane for

one as they are the other, then that’s okay too.

NORMAN RASNAKE: All the reason is that the

conpany has been giving a run around. They always send out
one set of papers, yet they’ve got fifty names on it. They
never send no one el se no papers.

BENNY WAMPLER:  Ckay.

NORMAN RASNAKE: Since I’ve been here, everybody

has been wanting to look at my papers, so I can’t get
not hi ng done but try to show them W got run out of here
for tal king because they wanted to find out what was on the
paper. This was...we’ve had a run around here.

BENNY WAMPLER: Okay. We’ll try to get to the

bottom of it. We’ll let them go---.

NORMAN RASNAKE: TI’11 go back and seat back down

there. That’s all I was wanting to say.

BENNY WAMPLER: wWell, we’ll keep you---.




NORVAN RASNAKE: My daughter and ny nephew was

goi ng to represent here.

BENNY WAMPLER:  Ckay.

NORVAN RASNAKE: | just had to stick ny ten cents

worth in.

BENNY WAMPLER: Okay. We’ll do that. We’ve got

your two cents worth. Thank you.

NORVAN RASNAKE: Thank you, sir.

BENNY WAMPLER:  You may proceed, M. Kaiser.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, do your responsibilities for

Equi tabl e include the |l and involved here and the surroundi ng
ar ea?

A They do.

Q Are you famliar wth the application we
filed seeking to pool an order...to pool any unl eased

interest in the unit for EPC nunber VC 536596 dated June the

16t h, 20067?
A Yes.
Q Does Equitable own drilling rights in the

unit i nvol ved here?




A. W do.

BENNY WAMPLER: Let ne stop you and just say,

let’s all try to speak up since there’s several people in

her e
t hat - - -.

JIM KAl SER Ckay.

BENNY WAMPLER - --would be interested in what’s
goi ng on.

JIM KAl SER:  Ckay.

Q Prior to filing the application, were
efforts made to contact each of the respondents and an
attenpt nade to work out a voluntary agreenent regarding the
devel opnent of the unit?

A Yes.

Q What is the interest of Equitable in the
gas estate that’s under |l ease at this tine?

A We have 96.53% | eased.

Q And what is the interest under |ease in the
coal estate to Equitable at this tine?

A We have a 100% of th coal estate |eased.

Q And are unl eased parties set out in Exhibit
B-3 to the application?

Yes.

So, the interest that remai ns unl eased in




the gas estate is 3.47%®

A That’s correct.

Q And a 100% of the coal estate is | eased?

A That’s correct.

Q Ckay. Now, we do have...in this particul ar

unit we do have...maybe sone of them | guess, m ght be
here. In Tract 6, the NN D. Rasnake Heirs Tract, we did
have sone unknown and unl ocateabl e interest owners, correct?
A That’s right.

Q Were reasonable and diligent efforts nade
and sources checked to identify and | ocate these unknown
hei rs?

A Yes.

Q I n your professional opinion, was due

di | i gence exercised to | ocate each of the respondents naned
her ei n?

A Yes.

Q Are the addresses set out in Exhibit Bto
t he application the | ast known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force poo
al | unl eased interest listed at Exhibit B-3?

A. Yes.




Q Are you famliar with the fair market val ue

f drilling rights in the unit here and in the surrounding
area?
Yes.
Q Coul d you advise the Board as to what those
ar e?
A We pay a five dollar bonus on a five year

tern with a one-eighth royalty.

Q In your opinion, do the terms you’ve
testified to represent the fair market value of and fair and
reasonabl e conpensation to be paid for drilling rights

W thin this unit?

A They do.

JIMKAISERR M. Chairman, can | incorporate the

el ection testinony?

BENNY WAMPLER:  Yes.

JI M KAl SER: We’d ask that the testimony taken

regardi ng any el ection options afforded unl eased parties
previ ously given on docket nunber 1674 be incorporated for
pur poses of this hearing.

BENNY WAMPLER. Do you agree to that, M. Hall?

DON HALL: Yes.
BENNY WAMPLER: 1It’s incorporated.

Q Now, M. Hall, we do have...the Board does




need to establish an escrow account for this unit?

A That’s correct.

Q That’s correct. And it needs to cover the
proceeds from Tracts 6, 9, 10, 11 and 12?

A That’s correct.

Q Ckay. And who shoul d be naned operator
under any force pooling order?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of this

proposed wel | ?

A 2381 feet.

Q And the estimated reserves for the life of
the unit?

A 330 mllion cubic feet.

Q Has an AFE been revi ewed, signed and

subm tted to the Board as Exhibit C?

A Yes.

Q In your opinion, does it represent a
reasonabl e estimate of the well costs?

A It does.

Q Coul d you state for the Board both the dry
hol e costs and conpleted well costs for this well?
A The dry hole is $143,321 and the conpl eted
wel | costs is $340, 589.




Q Do these costs anticipate a multiple
conpl eti on and does your AFE include a reasonabl e charge for
super vi si on?

A Yes.

Q I n your professional opinion, wuld the
granting of this application be in th best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIM KAl SER. Nothing further of this wtness at

this tinme, M. Chairnan.

MARY QUI LLEN. M. Chairnman.

BENNY WVAMPLER:  Ms. Quillen

MARY QUI LLEN:. Can M. Hall repeat the depth of

t hat, pl ease?
DON HALL: 2381 feet.
MARY QUI LLEN: Thank you.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Let ne ask you on the...

specifically on the heirs that are here. The gentl eman
mentioned the run around. Do you want...can you...have you

tal ked to M. Rasnake?




DON HALL: Tal ked to who?

BENNY WAMPLER: The gentl|l eman that canme up here.

DON HALL: I haven’t personally. One of the guys
t hat worked for is the one that nade the efforts to get a
hold of them | think he was nailed a | ease. He got the
permt application and he got the application for the force
pooling. | think he made several attenpts to contact him
He lives in Illinois, | believe. He nade several attenpts
to contact him by phone. The gentleman that did that is
here in the event we need to have himtestify as to his---.

BENNY WAMPLER: Well, we’ll see.

DON HALL: Ckay.

BENNY WAMPLER: We’1ll wait and see. I’1l go ahead

and | et you---.
DON HALL: Ckay.
PATSY RASNAKE: Ckay. There is nore than one heir

here. M father is one of them but sone of the children of
t he sone of the other people that are |listed, his sisters,
Naom and Celia, their heirs are here. They have passed on,
but their heirs are here, but they were | ocated. Sone of
themlive in Virginia, but they were not |ocated to give

t hem copi es of the paperwork. So, we were wondering if

t here was anyway we could get a continuance so they could

get the paperwork and get sone information we need to know




before any drilling or anything is done on this
property...this tract of | and.
DON HALL: Excuse ne, what was your nane?

PATSY RASNAKE: Patsy Rasnake.

DON HALL: Patsy Rasnake.

JIM KAl SER: And you’re Norman’s daughter?

PATSY RASNAKE: Yes, | am

JIM KAI SER: Ckay.

PATSY RASNAKE: And ny other sister did try to

cal | someone at one of the conpanies listed on the paperwork
and they said they couldn’t give her the information and

t hey woul d call her back, but she never got a call back from
t hem

BENNY WAMPLER. Are you fol ks agreeable to a

cont i nuance?

PATSY RASNAKE: Because we don’t understand what’s

goi ng on, you know. W never had---.

JIM KAl SERR  Now, are you an heir to any of these

peopl e other than Norman? | nean, Norman is still alive.

PATSY RASNAKE: Yeah, yeah. He’s here. But the

ot her ones that are sitting back there.

NORMAN RASNAKE: Yeah, I'm still here. I ain’t

dead yet.
PATSY RASNAKE: The one sitting next to you is




Stacy. He is an heir to one of the other nanes on there.
Stacy is an heir to one of them

JIM KAl SER  Are you Stacy?

STACY RASNAKE:  Yes.

JI'M KAl SER: 0Okay. And you’re the heir to one of

these people that we’re showing as unknown? Obviously, Mr.
Rasnake’s heirs haven’t kicked in yet, Normans.

BENNY WAMPLER:  Ri ght .

JIM KAl SER: So, we’ve got him covered.

BENNY WAMPLER:  Ri ght .

STACY RASNAKE: My nother is one of the heirs.

DON HALL: What was her name?

STACY RASNAKE: She’s sitting right over here,

Faye.
MARY QUI LLEN: What’s her name?

STACY RASNAKE: Faye Rasnake.

JIM KAl SER:  Ckay.

PATSY RASNAKE: Tt’s Carl’s wife...Carl Lindbergh

Rasnake, his wife is here and that’s his son Stacy.

STACY RASNAKE: See this is the problem that we’re

havi ng. One person out of several here is the only ones
t hat got any information.

JIMKAISER Well, the only reason that Norman was

t he only one that got any of this information---.




STACY RASNAKE: \el |,

JIM KAl SER:  Yeah,

| ocat e.

STACY RASNAKE: Four

i nformed that this hearing was

DARSEY QUALKENBUSH

PATSY RASNAKE

and get sworn in.

JI M KAI SER

live?

DARSEY QUALKENBUSH

STACY RASNAKE:  Yes.

BENNY WAMPLER:

JI M KAl SER:  Yeah, |
al | know where al

DARSEY QUALKENBUSH
heirs here today.

COURT REPORTER:  Your

DARSEY QUALKENBUSH

Qual kenbush.

COURT REPORTER. Wu

DARSEY QUALKENBUSH

S-E-Y.
MARY QUI LLEN:

Dar sey, you have to cone over

Do you know where al

he paid taxes in the county.

he was the only we could

or five days ago, | was

happeni ng and here I am
W al so have heirs of ---.

her e

of these people

Yeabh.

We’ve got---.

mean, if you know. ..do you

of these people live?

Yes, sir. There are sone
name, please.

My nane i s Darsey

d you spell that |ast nane?

QUAL-KENBUSH DAR

And who are you the heir---?




DARSEY QUALKENBUSH: I’'m the heir---.

STACY RASNAKE: She’s Norman’s daughter too.

DARSEY QUALKENBUSH: TI’m the heir of Norman

Rasnake. I’'m his other daughter. We’ve got two daughters
of Nor man Rasnake.

MARY QUI LLEN: Wl ---.

BENNY WAMPLER: You’re not an heir right now.

MARY QUI LLEN: ---but you’re not heir because he’s
still alive.

DARSEY QUALKENBUSH: ©No, I'm not heir.

PATSY RASNAKE: You’re his daughter.

NORMAN RASNAKE: They know they’re going to get
i t.

(Laughs.)

JIM KAl SER.  Hang in there Norman.

DARSEY QUALKENBUSH. You got ne confused, sorry.

JIMKAISER. |Is there anybody...can | ask a
question, M. Chairman, of the heirs?

BENNY WAMPLER:  Yes, you nay.

JIM KAl SER: Is there anybody here that’s not one

of Norman’s heirs or would be one of Norman’s heirs?

DARSEY QUALKENBUSH: Naom has got a daughter

here, Naom Rasnake.

STACY RASNAKE: Faye Rasnake, ny not her.




DARSEY QUALKENBUSH: Naom Rasnake---.

STACY RASNAKE: She’s here.

DARSEY QUALKENBUSH. ---has got a daughter here,

Nancy.
MARY QUI LLEN: And she is...Naom is not |listed on

her e. She is the...whose...whose heir is she?

NORMAN RASNAKE: She is my sister. She’s

deceased.

DARSEY QUALKENBUSH: This is Nancy Naom ... Nancy

Naomi. That’s her daughter sitting up there.

BENNY WAMPLER: It’s the first one under Tract 6.

MARY QUI LLEN. Oh, Nancy, okay.

BENNY WAMPLER:  Yeabh.

DARSEY QUALKENBUSH. She has got an heir here.

JI M KAl SER.  How about...does anybody known

Vi rgi nia Wnfred Rasnake?
DARSEY QUALKENBUSH: Yes. But no one---.

PATSY RASNAKE: None of her---.

NORMAN RASNAKE: (| naudi bl e.)

COURT REPORTER: One at a tine.

JIM KAl SER: Huh?

NORMAN RASNAKE: She was married to a McCoy and

t hen she married a (Inaudible).

STACY RASNAKE: She is not here. But she is stil




| i ving.

DARSEY QUALKENBUSH: She’s not here.

JIMKAISER. You all can tell us where she |lives?

STACY RASNAKE:  Yes.

BOB WLSON: Mr. Chairman, we’re losing the record

her e.

BENNY WAMPLER: Well, we’re going to try...what

we’re trying to do is---.
DON HALL: | suggest---.

BENNY WAMPLER: That’s why I’'m saying we probably

j ust need to continue this and |l et themget the record and,
you know, get with the folks and get the information, if
that’s acceptable.

DON HALL: | suggest that the guy sitting on the
corner up there in the light blue shirt, you guys need to
get wwth himright now and give himall the infornmation that
t hey you have---.

DARSEY QUALKENBUSH:  Ckay.

DON HALL: ---as to the ownership and so forth.

DARSEY QUALKENBUSH:  Ckay. Yeah.

DON HALL: T guess, we’ll continue it.

JIM KAI' SER.  Yeah, if you...if you could

take...we’ll get you a copy...is any...I guess, Norman has a

copy of this exhibit though.




DARSEY QUALKENBUSH. Yeah, he has got...he is the

only who has got a copy.

JIM KAl SERR  What we need you to do is go to Tract

6, which would be on page one and two and go through the
one, two, three, four, five, six, seven, eight, nine
heirs...nine heirs that we have listed as bei ng unknown and
unl ocat eabl e and give us all the information you can and
then we’ll refile it...we’ll continue this and refile it
and, you know, get notice out to all of those people and

then, I guess, we’ll have to come back in two months.

BENNY WAMPLER:  This matter is going to be

continued. If you’ll got outside with them and get that

worked out, we’d appreciate it.

SHARON PI GEON:  Are you going to set this over for

thirty days or---7?

BENNY WAMPLER:  Si xty days.

STACY RASNAKE: Si xty days.

BENNY WAMPLER:  Si xty days.

JIM KAl SER: Well, I have to. I can’t get them

al | for next nonth.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: Yeah, he can’t get it next month.

(Don Hall confers with Jim Kaiser.)

STACY RASNAKE: Could we set the date today?




JIMKAISER Could we do it if we can get them

noticed this week? Could we do it next nonth? | nean, the
publ i cati on notice covers unknowns.

BOB WLSON: So |long as you twenty days of the

heari ng.

BENNY WAMPLER: | f you can get within that, yeah

JIM KAISER:  So, the hearing in August is the

15th. SO | need to get it out by July the 26th? Yeah, we
can do that.

SHARON PI GEON: So, you’re thinking you’d be back

in thirty days?

JIMKAISER If you all give us the infornmation

today, we’ll send the notices out tomorrow.

PATSY RASNAKE: And so you’re saying another

heari ng date woul d be August the 15th?

JIM KAl SER: Yes, ma’am. Rather than September

t he 18t h.

PATSY RASNAKE: |Is that fine with everybody?

NORMAN RASNAKE: What’s wrong with the 60 day one?

BENNY WAMPLER: I'm sorry?

NORMAN RASNAKE: What’s wrong with the 60 day one?

I'd like to rest up fromthis trip before | nmake another one

her e.

BENNY WAMPLER: | s that okay?




NORMAN RASNAKE: | have to drive over 600 mles

down here.

(Heirs confer with each other.)

PATSY RASNAKE: That woul d be better

BENNY WAMPLER:  Sept enber ?

PATSY RASNAKE: Yeah, Septenber.

BENNY WAMPLER: You’re going to assured a notice
t hat way.

DON HALL: Well, isn’t the paper notice that we’ve
al ready given sufficient?

BENNY WVAMPLER: Wl | - --.

JI M KAl SER: They’re pushing to get these wells

drilled. We’d really like to do it in August if we could.
| nmean, by the statute and regulation we can...we can, you
know, get in accord...we can provide notice in accordance
Wi th it.

BENNY WAMPLER. Wl |, see what you can do.

JIM KAl SER:  Ckay.

MARY QUILLEN. Is he wanting to continue it until

August t hen?

JI M KAl SER: Pl ease.

MARY QUI LLEN: Ckay.

STACY RASNAKE: The 15th, right?

JIM KAl SER: Yes, sir. 1It’s always the third




Tuesday.
STACY RASNAKE: The third Tuesday, okay.

JIMKAISER It wll be August the 15th.

BENNY WAMPLER: That’s provided you got notice.

JIMKAISER R ght. Provided we get it out by the

26th. We’ll submit an affidavit and mail it to the Board.

BENNY WAMPLER:  Qur Board neetings are always the

third Tuesday of each month, okay. So, that’s an easy way
to find it. You can get the information online through our
departnent or call the Gas and G| Ofice.

JI M KAl SER: Yeah, it will have the date of the

heari ng when we send you out the new notice and everything.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: Before you send these people out, |

believe, if | renmenber correctly, that sone of themare
i nvolved in this next itemas well.

JIMKAISER Oh, really.

DON HALL: I don’t think so.

BOB WLSON: No? Gkay. They had indicated

earlier that they were involved in both of these.

BENNY WAMPLER: He said he was, M. Rasnake.

JI M KAl SER:  Yeah, he got notice of it.

NORMAN RASNAKE: Norman Rasnake. I'm on two




different ones.

BENNY WAMPLER

I'm in two different ohnes.

Yeah, you wanted it conbi ned.

But we are going to hear that

remember. We didn’t do that.
now. So---.
PATSY RASNAKE
at the top
t he top?

It stil

s that what we have to go by,

says the sane VC nunber

t he VC nunber at

JI' M KAI SER:

SHARON PI GEON:

JI M KAI SER

That’s a well number.
It’s the VGOB number.

Yeabh.

BENNY WAMPLER

The next

itemis a petition from

Equi t abl e Producti on Conpany for

pool i ng of coal bed net hane

unit VG 536260.

This is docket nunmber VGOB-06-0718-1679.

We’d ask the parties that wish to address the Board in this
matter to cone forward at this tine.

JI M KAl SER: M. Chairman, Jim Kai ser and Don

Hal | , again, on behalf of Equitable Production Conpany.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: Wile these folks are com ng up, we

recei ved an objection to the permt application for this

oper ati on VC-536260 from Mel ani e Stevens, who is a Gas and

O |l royalty owner. She filed objections alleging

i nfringement upon her gas estate. That objection, again as




earlier, was referred to the Board for handling since this
is an area covered by field rules. Unlike the earlier one,
Equi tabl e had already filed a petition for pooling of this
unit. It was already on the docket when the objection cane
in. | notified Ms. Stevens that the Board woul d be hearing
this and that the outcone of the permt application would be
wai ting on the pooling action or a voluntary agreenent.

BENNY WAMPLER:  Thank you. Did you give her the

date and tinme of the hearing in the notification?

BOB WLSON: | did.

BENNY WAMPLER:  Ckay. You nay proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, do your responsibilities include
the | and i nvol ved here and in the surroundi ng area?

A It does.

Q Are you famliar with the application
Equi table fil ed seeking a pooling order for EPC well nunber
VC- 536260, which was dated June the 16th, 20067
A Yes.
Q Does Equitable own drilling rights in the

unit i nvol ved here?




A W do.

Q Prior to filing the application were
efforts made to contact each of the respondents having an

i nterest and an attenpt nmade to work out a voluntary | ease
agr eenent ?

A Yes.

Q And what is the interest under |ease within
the gas estate to Equitable in this unit?

A We have 99.61% | eased.

Q And the interest of Equitable under |ease

in the coal estate?

A A 100%

Q Are all unleased parties set out at Exhibit
B- 37?

A They are.

Q So, the interest that remains unleased in

t he gas estate is .390%

A That’s correct.

Q Now, we do, again in this unit, have sone
unknown and unl ocat eabl e interest owners, is that correct?
Oh, no, maybe we don’t. No, we don’t.

A No, we don’t.

Q Good, we don’t. In your professional

opi ni on, was due diligence exercised to | ocate each of the




respondent s?

A Yes.

Q Now, are the addresses set out in Exhibit B
to the application, the |ast known addresses for the
respondent s?

A They are.

Q Are you requesting this Board to force poo

al | unl eased interest |isted at Exhibit B-37?

A Yes.

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surroundi ng
ar ea?

Yes.

Q Coul d you advise the Board as to what those
ar e?

A We pay a five dollar bonus on a five year

termwith a one-eighth royalty.

Q In your opinion, do the terns you just
testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Wi thin this unit?

A Yes.

JIMKAISER As to election options afforded any

unleased parties, Mr. Chairman, we’d ask that the testimony




t aken in hearing 1674 be incorporated for purposes of this
heari ng.

BENNY WAMPLER.  That will be incorporated. Do you

agree to that, M. Hall?

DON HALL: Yes.

Q M. Hall, who shoul d be named operat or
under any force pooling order?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of this
proposed wel | ?

A It’s 2209 feet.

Q And has an AFE been revi ewed signed and
subm tted to the Board as Exhibit Cto the application?

A Yes.

Q In your opinion, does it represent a
reasonabl e estimate of the well costs?

A It does.

Q Did | ask you the estimted reserves? Wat
are the estinmated reserves for this unit?

A 200 mllion cubic feet.

Q And could you state for the Board both the
dry hole costs and conpleted well costs for this well?

A The dry hole costs is a $117,062 and the

conpl eted well costs $322, 198.




Q And in this case, we do have sone
conflicting clains to the coal bed nethane. So, the Board
needs to establish an escrow account for proceeds
attributable to Tracts 3, 4 and 5 in the unit?

A That’s correct.

Q Now, does your AFE for the costs
represented in your AFE anticipate a nmultiple conpletion of
t hat, including a reasonable charge for supervision?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIM KAI' SER.  Nothing further of this wtness at

this tinme, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)
BENNY WAMPLER: Do you have anything further?
JIMKAISER  Yes, M. Chairman. This m ght be the
first time I’ve kind of had this occurrence. | guess, an

objection to the well that’s under field rules. So, this

woul d...if the force pooling application is approved, that




woul d render that objection nute?
(No audi bl e response.)

JI M KAl SER: Okay. We’d ask that the application

be approved as submtted, M. Chairmn.

BENNY WAMPLER: s there a notion?

MARY QUI LLEN: Motion to approve.

PEGGY BARBAR: | second.

BENNY WAMPLER. And second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al Board nenbers signify by saying yes, except
for Donnie Ratliff.)
BENNY WAMPLER.  Opposed, say no.

DONNI E RATLIFF: TI’11 abstain, Mr. Chairman.

BENNY WAMPLER: One abstention, M. Ratliff. You

have approval. The next itemis a petition from Equitable
Production Conpany for a nodification of the Nora Field
Rules to allow drilling of an additional well in units---.

JI M KAl SER: Renenber - - -.

BENNY WAMPLER: I'm sorry?

JIMKAISER  ---we noved thirty-two up before that

one.




BENNY WAMPLER: I’'m sorry.

JIM KAl SER: That’s all right.

BENNY WAMPLER: | thought we did it after twenty-

five. D d you say before twenty-five?

JI' M KAl SER: Yes, sir.

DON HALL: Yes, sir.
BENNY WAMPLER: | believe you said after

SHARON PIGEON: | think you did to.

JIM KAl SER: Well, that’s fine with us.

BENNY WAMPLER: But that’s okay. If we want to

move that, I’11 move it. Okay, we’re going to the docket
nunber thirty-two then. A petition from Equitable
Producti on Conpany for pooling of coal bed nethane unit VC
536302, docket nunber VGOB-06-0718-1685. 1I’d ask the
parties that wish to address the Board in this matter to
cone forward at this tine.

JIM KAl SER  Again, M. Chairman, Don Hall and Jim

Kai ser on behal f of Equitable Production Conpany.
BENNY WAMPLER:  The record will show no ot hers.

You nmay proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER




Q M. Hall, do your responsibilities include
the | and i nvol ved here and in the surroundi ng area?

A They do.

Q Are you famliar with the application we
filed seeking a pooling order to pool any unl eased interest
in the unit for EPC well VC 536302, dated June the 16th,
20067

A Yes.

Q Does Equitable own drilling rights in the
uni t invol ved here?

A W do.

Q Prior to filing the application, were
efforts made to contact each of the respondents and an
attenpt nmade to work out a voluntary agreenent regarding the
devel opnent of the unit?

A Yes.

Q Now, what is the...thisis alittle
i nteresting, you have to explain this to the Board. What is
i nterest under lease to Equitable in the gas estate in the
uni t?

A Dependi ng on whether...we have two
over | apped situations here where the property descriptions
over|l ap one another. So, we have to treat that as a

separate area. Once there is a determnation as to who owns




t hat overl apped area is made, we either have, dependi ng on
the situation with the overlaps, which are in Tracts 3 and
6, we either have 98.6675% | eased or 89.24% | eased.

Q And a 100% of the coal estate is under
| ease to Equitabl e?

A That’s correct, yes.

Q So, the portion of the gas estate in the
unit that remains unleased to Equitable would be either
1.3325% or 10. 76%?

A That’s correct.

Ckay. And, again in this particular unit,
we do have sone unknown owners | believe in Tracts 4, 5 and
6 maybe. Did you make, in your opinion, reasonable and
diligent efforts to identify those unknown persons?

A Yes.

Q Are the addresses set out in Exhibit Bto
t he application, the |ast known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force poo
al | unleased interest listed at Exhibit B-37?

A Yes.
Q Again, are you famliar with the fair

mar ket value of drilling rights for this unit?




Yes.
Q Coul d you advise the Board as to what those
ar e?
A We pay a five dollar bonus on a five year
termwith a one-eighth royalty.
Q In your opinion, do the terns you j ust
testified to represent the fair and reasonabl e market val ue
of and the fair and reasonabl e conpensation to be paid for
drilling rights within this unit?
A They do.

JIM KAl SER: Mr. Chairman, we’d again ask that the

el ection option testinony taken earlier in 1674 be
i ncor porated for purposes of this hearing.

BENNY WAMPLER. Do you agree to those, M. Hall?

DON HALL: Yes.
BENNY WAMPLER:  They wil| be incorporated.

Q M. Hall, the Board does need to establish

an escrow account for this unit?

A W do.

Q Covering Tracts 3, 4, 5 and 67

A That’s correct.

Q And who shoul d be nanmed operat or under any

force pooling order?

A Equi t abl e Producti on Conpany.




Q And what is the total depth of this well?
A 2388 feet.

Q And the estimated reserves for the unit?
A 330 mllion cubic feet.

Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?

A Yes.

Q I n your opinion, does it represent a
reasonabl e estimate of well costs for this well?

A It does.

Q Coul d you state the dry hole costs and
conpleted well costs for this well?
A The dry hole costs is a $128,561 and the
conpl eted well costs $319, 073.
Q And do these costs as represented in the
AFE represent...anticipate a nultiple conpletion and include
@ reasonabl e charge for supervision?
A They do.
Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?
A Yes.

JIM KAl SER. Nothing further of this wtness at




this tinme, M. Chairnan.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

BILL HARRIS: M. Chairman.

BENNY WAMPLER: M. Harris.

BILL HARRIS: Let ne ask about the land...the
question...what plats are we...I mean, I'm sorry,
what . . . what tracts are we referring to there? | had witten
not e
about - - - .

DON HALL: If you |look at the plat, in 3 and 6, do
yvou see where it says “Interlock area there”?

BILL HARRI'S:  Yes.

DON HALL: 3, depending on the descriptions and

t hese descriptions overlap, are...sone people call it
overlap and others call it interlock. But, you know,
there’s a discrepancy as to who owns it. So, in Tract 3 it

could be part of Tract 1 and in Tract 6 it could part of

al so Tract 1 or it could be part of Tract 4 and 5. 4 and 5

are the tracts...let’s 4 is the J. M. Rasnake Heirs and 5 is
t he David Rasnake Heirs. The overlap is between the Rasnake
Hei rs and Standard Banner in Tracts 3 and 6.

BILL HARRI'S: | guess ny question is, when you

gave the percentages earlier they different 9 and 10% |Is




t hat the corner of 4 and 5 that’s there?

DON HALL: That’s because we have...if it’s
Standard Banner we have it leased. If it’s the other
parties, we don’t have it leased.

BILL HARRIS: Onh...oh, okay, yeah.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: TI’d like to know how you’re planning

to construct the order under this since it’s uncertain as to

how much you’re actually pooling here.

BENNY WAMPLER: | woul d think you woul d have to go

to the hi gher percentage.
DON HALL: Yeah, we woul d.
BOB WLSON: That what was what was...the only

t hing that was represented in the---.

BENNY WAMPLER:  Yeabh.

BOB WLSON: ---application was the higher

percent age there.

BENNY WVAMPLER:  Ri ght .

DON HALL: And if we discover later that it’s not
that way, we’ll have to adjust it.

JI M KAl SER: Yeah. We’ve got to error on the side

of precaution, obviously.

DON HALL: Yeabh.




BOB WLSON: Sure. | just wanted to nmake sure we

were going to get an order for both percentages sonehow or
anot her .
DON HALL: We’ve had...we’ve had these---.

JI M KAl SER: Susan will be calling you, don’t

WOrry.
DON HALL: We’ve had...we’ve had these overlapped
situations before, but we’ve had both parties leased. 1In

this case, we don’t.

BENNY WAMPLER:  Ri ght .

DON HALL: So, that’s the reason it’s a little
di fferent.

BENNY WAMPLER. Ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JIM KAI SER: Mr. Chairman, we’d ask that the

appl i cati on be approved as submtted.

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying




yes.
(Al Board nenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

DON HALL: Thank you all.
DONNI E RATLI FF: There are a Faye McCoy and a

Billy Deel that’s in this one that was common with the one
t hat you continued. Are they tied to the Rasnake fam|y?

JI M KAI SER° No.

DON HALL: 1It’s a different tract.

BENNY WAMPLER:  Are you going back to twenty-five

now?

JI M KAl SER: Yes, sir.

BENNY WAMPLER: We’d call a petition from

Equi t abl e Producti on Conpany for a nodification of the Nora
Field Rules to allow drilling of an additional well in units
BS- 44, BQ 44, BS-43, BS-45, BS-46, BR-43, BP-47, BS-41, B-
P42, DR-42, BP-43, BQ 48, BQ 43, BR-41, BQ 42, BQ 47, BR-47,
BQ 41, BR-46, BR- 45, BR-44. This is docket nunmber VGOB-89-
0126- 0009- 05. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARY QUI LLEN. M. Chairnman.

BENNY WVAMPLER:  Ms. Quillen




MARY QUILLEN: | have a question on the docket

number. In our handout it’s 0009, but on the packet it has

009.

BENNY WAMPLER: | saw that al so, -05.

MARY QUI LLEN:. Wiich one is correct?

BOB WLSON: The four digit nunber.

BENNY WAMPLER:  The four digit nunber. The one |
cal | ed.

MARY QUI LLEN: The four digit, okay.

BENNY WAMPLER: 1It’s also on your application.

You’ll need to correct---.

JIM KAI SER: We’ll have to add a zero.

BENNY WAMPLER:  Yes.

BENNY WAMPLER. Ckay. The record will show there

are no others. You nmay proceed.

MR, JOHNSON: Your Honor...Your Honor.

BENNY WAMPLER: That’s all right.

MR, JOHNSON: Your Honor...Mr. Wampler, I’m here

on behalf of Standard Banner Coal Corporation. I’'m Donald
R. Johnson, attorney in Roanoke, Virginia. Wth ne is M.
Jim Cartwright, part of the managenent of Standard Banner
Coal Cor poration.

JIMKAISER And, M. Chairman, it wll be Jim

Kai ser and M ke Kovari k on behal f of Equitable Production




Wi || go along with his testinony.

BENNY WAMPLER: Okay. We’ll get him sworn in.

(M ke Kovarik is duly sworn.)
(Jim Kai ser passes out exhibits and M ke Kovari k
gets set up to explain the exhibits.)

BENNY WAMPLER: Mr. Johnson, I’m going to, as

usual , let them go ahead and present testinony. As they
finish their wtness, you ask questions.

MR, JOHNSON. Thank you, M. Wanpler. That w |

be appropriate and | appreciate it. Thank you.

M KE KOVARI K

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Kovarik, if you could before I begin

your testinony, if you would just go through the...for the

Board your educational background and your work experience.
A As far as ny academ c background, | have a

Bachel ors in Chem stry and a Bachelors in Petrol eum

Engi neering from Marietta College in Marietta, Chio. And I

al so have an MBA fromthe University of Tulsa in Tul sa,

Company. I’'m going to pass out a bunch of exhibits and that




Okl ahoma. | worked for OxyDent Petroleumfor ten years in
Tul sa, eight years in the mddle of Texas and two years in
Bakersville, California nostly as a reservoir engineer.
About five years ago, | noved with Equitable in Pittsburgh
and | amcurrently the Director of Reserved Devel opnent for
Vi rgi ni a and Kent ucky.

JI M KAl SER: We’re going to start, | guess, the

Board has been given a packet of exhibits that will help

t hem foll ow your testinony in this case. This is an
application for increased density drilling. The Board has
seen, | guess, gosh, seven or eight of these in the past.
This is in the Nora Field. We’re going to identify with the
first two exhibits that are up on the Board, the area that
we’ re seeking to drill these increased density wells in. It
probably woul d be good to point out first, up front to the
Board, that this application was styled a little different
than some of the previous ones you’ve seen from other
operators in that we’re only asking to be restricted a
[imtation of 600...a mninmmof 600 feet between wells.

e’ re not seeking to be restricted to drill both of the
wells within the interior wi ndow of the unit because it

| eads to...in the first application, this is a 5700 acre
tract...a 5700 acre lease. W do not...in these first 21

units, we do not have any correlative rights issues. It'’s




al | one royalty owner, Mr. Johnson’s client, Standard
Banner. So, there is alittle difference there in sone of
the applications that you’ve...I guess, in all of the
applications that you’ve seen previously. You all probably
noted it in your review of the application. But we just
wanted to point that out up front to you. Wth that being
sai d---.

BENNY WAMPLER:  You may proceed.

JIM KA SER ---we’ll proceed with Mr. Kovarik’s

t esti nony.

M KE KOVARIK: If | can draw your attention...can

| get up or should | renain seated?

BENNY WAMPLER: That will be fine. You seemto

have a voice that will carry. We’ll try and see and we’ll
| et her determine it. So, you nove up there and see what
you can do with it.

M KE KOVARIK: I'’m only going to be up here for a

coupl e of seconds.

JI M KAl SER: He can take one of these with himif

he needs to.

BENNY WAMPLER: That’s okay. As long as she can

hear him He has got a...he has got a distinct voice.

M KE KOVARI K: This is...real quick. I’m only

goi ng to be up here for a couple of seconds. We’ve got a




locator map that shows you what part of the world we’re in.
Qur area of interest is outlined in yellow down here in the
sout hern end of Dickenson County in the Nora Field. The
Nora Field enconpasses this area, basically through

Di ckenson County. We’ve got the Oakwood Field and Middle
Ri dge Fields outlined in blue also, just to get your frame
of reference of where they are.

Just to focus inalittle bit. Now, this is the
same project area that we were discussing before. We’'ve got
t wenty-one 60 acre CBMunits that we would like to drill a
second well in, okay. I’'d like to focus a little closer
also on these two wells here. It would be 6308 and...I'm

sorry, I can’t read that second well...5892, I believe.

BENNY WAMPLER:  6303.

MARY QUI LLEN:  6303.

M KE KOVARI K:  6303.

BENNY WAMPLER:  Yeah. And 892.

M KE KOVARI K:  These wells are of specific

i nterest because they are only 750 feet apart as they are.
So, they are nostly closely spaced than any other wells in
our project area. W thought that they m ght be able to
tell us alittle bit of a story as to what we m ght be able
to expect fromwells in this area that are nore closely

spaced t han ot hers.




So...first of all, I'd like to look at the first
pl at that you have here.

BENNY WAMPLER: Ckay. This is Exhibit A that

vou’ve been referring to. These others we’ll make exhibits.

JIM KAI SER: 0Okay. The next chart that he’s

getting ready to go over with you labeled “EPC Nora Twenty-
One Wells CBM Project Area, Hi storical Production of Wl
Count” we’ll call Exhibit B.

BENNY WAMPLER:  Ckay.

M KE KOVARI K: Do you want ne to proceed?

BENNY WAMPLER:  Yes, go ahead. | just---.

M KE KOVARI K: | mean, as far as exhibit letter,

we go---7?

BENNY WAMPLER:  Yes.

M KE KOVARI K:  Exhibit B then is a production pl ot

of the twenty-one wells in the project area, just to give
vou an ideal about the kind of production that we’re looking
at fromthese wells. It was devel oped mainly between 2002
and 2006. There’s still some other wells in that area that
we’re drilling. But in May’s production, the last
production point there is over two and a half mllion a day
fromthese twenty-one wells. So, we’ve got an average of
over a hundred and twenty nctf a day fromthese twenty-one

wells. This is a very good area. This is a very prolific




CBM area, a good show of the |ogs, good thick coals, good
perneability. So, we thought this would be a good ideal to
start our infill drilling projects here. Let’s see, is

t here anything else | wanted to say about this one? No.
Then Exhibit C would be the EPC Nora CBMinfill

di rect offset well. Again, going back to what | said

previ ously about the two wells that were nore cl osely spaced
t han others, this...this is the nei ghborhood around those
wel |l s.  These are the six wells that produce adjacent to the
two wells that are 750 feet apart. |If the production
characteristics of the closely spaced wells is simlar to

t hese nei ghbors, okay, | would | ogically conclude that the
fact that those two wells are nostly spaced doesn’t have any
ef fect on their production characteristics, okay, and then
we can extrapolate that to other wells in the area. So, we
notice that, again, these wells...what | did was brought the
production back to tinmes zero so that all of the wells were
produci ng...started producing are the sane tinme so that we
coul d get a good conparison of them W can see that the
wel | s produce about a 150 ncf a day. Three of themthere in
the middle. There’s one better well. There’s one well to
the...that is not as good as the others, but it had punping
problems for the first year and we’ve got a younger well.

So, the bottomline, again, this is just a picture of the




nei ghborhood. This is what we can expect in that area.

Now, if we go to Exhibit D, it’s 5892 and 6303
production plot, okay. W can see that both of these wells
produce in the range of 140 to 160 ncf a day, which is a |lay
down to its neighbors. So, drilling these wells as cl ose as
t hey were had no adverse effect on what we woul d expect to
see. W can also see that 5892 over the | ast few nonths
production has started to i ncrease about 200 a day.

JIM KAl SER: And that’s at 750 foot spacing.

M KE KOVARI K: 750, yeah.

JIM KAl SER  Right.

M KE KOVARI K:  Ckay. So in Exhibit E, | think the

Board has seen this once or twice before. But this
is...this is a langnun isothermthat shows the relationship
bet ween pressure and gas content in coals such that as we
move fromthe right hand upper edge of the curve down to the
| ower | eft hand we notice that as pressure is reduced on the
coal s, the gas content of the coals becones less. It
becones less in an increasing fashion. So, again, what
we’re trying to do with a second well is to lower reservoir
pressure so that we will be able to produce nore gas from

t he second well and there has been evidence and (i naudi bl e)
evi dence and al so theoretical evidence that it would have a

beneficial effect on the existing well.




BENNY WAMPLER. Let ne...let nme ask you a

quest i on.

M KE KOVARI K:  Yes, sir.

BENNY WAMPLER:  You may have heard ne ask it
earlier today. As far as the life of the well, do you
anticipate... what inpact do you anticipate on the life of

the wells, both wells in the unit?

M KE KOVARI K:  The initial wells at sonme point,

it’s probably going to shorten the life of the initial

wel | s.  But any increnental gas that is produced fromthe
second well it’s probably going to be that gas that would
have been produced 30 or 40 or 50 years from now, okay, such
t hat the present value of the gas that is produced today
fromboth wells is going to be higher than it woul d have
been ot herw se.

BENNY WAMPLER: And what’s your anticipated life

of the wells right now?
M KE KOVARI K:  We run our wells...right now,

again, the Nora Field is about 16 or 17 years old now and we
still have...believe it not, we still have wells that

i ncreasing in production. So, how long these wells are
actually going to last, you know, we’re not sure. But we
run our reserve...all the reserve numbers that you’ll see

for our wells are based on 30 years to life.




BENNY WAMPLER: Go ahead. I’'m sorry.

M KE KOVARI K: That’s quite all right. Okay,

Exhibit F, is a sunmary of the results of a reservoir

si mul ati on that was done in-house by Equitable a few years
ago. You know, the Ransey R dge area, which is just to
north of what...this is what we call our Mddle Fork area.
So, the Ransey Ridge is the basis for the reservoir

si mul ation work. It just to the north of Mddle Fork.

If we start with the blue curve at the bottom
again, a reservoir sinulation study was done engi neers at
Equi t abl e. . . engi neers and geol ogi sts. The sunmary sheet

t hat you have here shows estinmated ultimte recovery per
wel | that was estimated using the sinulation runs on various
spaci ng scenarios. So, if we go to the very right end of

t he curve, the blue curve, if we look at a 120 on the X
axis, on the bottom axis, that’s 128 acres. The simulation
nodel predicted that estinmated ultimte recovery per well

woul d be on the average of about 430 ntf...no, excuse ne,

mllion cubic feet. On 60 acres, for exanple, estimated
recovery would be about 270 million cubic feet. At 40s...o0n
40s it would be about 200 million cubic feet. Now, the only

problemw th the study...the major problemwth the study is
that they didn’t do a simulation run for 30 acres. We’re

asking to go from 60 acre spacing to essentially 30 acre




spacing. So, | extrapolated this straight fromthese
results to get to 30 acres to get an answer for a 30 acre
case and that answer woul d be about 180 ncf a day. Now, at
M ddl e Fork...again this was at Ransey Ridge, which is a
little bit north of where we’re...what we’re dealing with
here. At Mddle Fork, we noticed that the production
characteristics fromthose wells is on average better than
nost of the areas...w thout question nost of the areas in
Nora such that the average EUR, estimate ultimte recovery,
fromthe 21 wells in the Mddle Fork area is about 504
mllion cubic feet with the 30 year life on those wells.
That’s quite a bit better than most areas. So, in order to
fairly conpare the results of the sinulation work that was
done on Ransey Ridge, | adjusted this sane curve as the sane
sl ope adjusted it up to account for sonething that we m ght
see at Mddle Fork. So, again, at 60 acre spacing if we

| ook at the red curve, the upper curve, we have 504 mllion
cubic feet per well. That’s what we expect with our current
wells. |f we extrapolate that down to 30 acre spaci ng, we
can see that we would expect...if the project was devel oped
initially on 30 acres, we woul d expect each well to average
about 415 mllion cubic feet.

This would be Exhibit G | believe. And it is

basically a summary of the results of the sinulation study




based on total recovery froma project. On the 30 acre
case, if we | ook back the previous curve, on 30 acres
for...with the 21 units that we have here if we drilled on
30 acres, we would have 42 wells drilled. If we signed an
EUR of 450 mllion cubic feet to those wells, we would
expect a total recovery of 17.4 bcf of gas, okay. Again,
that’s on 30 acre spacing. On 60 acre spacing then, the
situation that we have now with 21 wells, we expect 504
mllion cubic feet. That total would be about 10 1/2 bcf.
So, the increnmental recovery fromdrilling the extra 21
wells that we’re asking for are, based off of this

i nformation, would be about 6.8 bcf, okay. Now, if we take
t hat nunber and divide it by the increnental 21 wells that
we’re drilling, we come up with an incremental per well EUR
fromthe infill wells of 326 mllion cubic feet. Now, if we
t ake that 326 and look at it in conparison to the origina
half of bcf that we’re looking at from the original wells,
t hat accounts for about 65%of the original wells EUR, which
falls well within the range of 50%to 80% for the second
wel | s that have been presented in... previously to the
Boar d- - -.

JIM KAl SER.  Previously to the Board.

M KE KOVARI K:  ---from of fset operators. So, we

feel that we’ve got a really good project here. If you’ll




notice that on the application that we put 750 mllion cubic
feet as an EUR for the unit, which is...would be sonewhat

| ess than the 826 or the 830 mllion if you used 326. So,
it’s a fairly conservative estimate basically is what I’'m
saying and it adheres to the 50% of initial EUR that, again,
is presented as a kind of a |low. ..|ow border.

JIMKAI'SER  Sort of as a threshold from previ ous

appl i cations.

M KE KOVARI K: | used 250 mllion EUR | ran sone

econom ¢ cases with our internal perineters and if...we
woul d definitely do this project with this 250 mllion cubic
feet as an EUR for average...for these infill wells. That'’s
all I’'ve got.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WVAMPLER: M. Johnson.

DONALD R JOHNSON: W th regard to this request
regardi ng the spacing at 600 feet, is that...is that
the...is that the assumption you’ve made in how you’re going

to proceed with the devel opnent of this---.

M KE KOVARI K:  Yes, sir. W will not drill any

wel | | ess than 600 feet closer to anot her CBM

DONALD R JOHNSON: Okay. So, that...in terns of




trying to keep the well spacing, that’s going to be the
perineter as opposed to limting this to two wells per unit?
|s that what the perinmeter is going to be is the 600 feet?

M KE KOVARI K: No...well, we’re going to drill two

wel | s per unit, but none of the wells will be within 600
feet of each other.

DONALD R. JOHNSON: Ckay. And with regard to the

window, you’re not...you’re asking the Board to allow you to
penetrate the windows as necessary because it’s all one
| ease, is that---7?

M KE KOVARI K:  Yes, yes.

JIM KAl SER: We’ll actually drill out...not drill

both wells within the window because it’s all one royalty
owner .

M KE KOVARI K:  And, again, that would be drilling

wel | s adj acent to units that have identical mnera

ownership to other units. We’re asking to drill outside the
window on units that adjacent units that don’t have the same
owners. We’re not asking for that. We feel that
correlative rights are protected when we drill---.

DONALD R JOHNSON: And | know M. Wanpl er has

asked about life of wells, but do you...you said you thought
perhaps the life of the well m ght be decreased, the overal

life mght be...how far out are you | ooki ng when you say




that? | nean, do you know how nmany years out you woul d see
sonme sort of substantial decrease in production?

M KE KOVARIK:  Well, the gas is going to be

ef fected by the second well, which would probably have been
produced by the first well, will be the |ast gas that would
have been produced by the first well. So, you know, tens of

years at | east.

DONALD R. JOHNSON: Tens of years, in other words,

10, 20 or 307?

M KE KOVARI K: 30, 40 or 50 probably.

DONALD R JOHNSON: And the basis...and the basis

for doing this is to extract nore gas quicker? | nean,
that’s ultimately what the result is?

M KE KOVARI K: Extract nore gas and extract nore

gas qui cker.

DONALD R JOHNSON: 1I’ve got no other questions.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KAl SER: Mr. Chairman, we’d ask that the

appl i cati on be approved as submtted.

BENNY WAMPLER:  Just one clarification, | guess

based on what M. Johnson just asked, you say that




addi ti onal coal bed nethane gas wells may be drilled in each
of these. We'’re really talking about one additional well in
cach unit. I believe you answered positively that that’s
what you’re talking about. The application didn’t...didn’t-

M KE KOVARIK: Wl l, | mean, for right now. We’d

like...for right now what we’re asking for is a second well.

SHARON PI GEON:  Thi s application.

BENNY WAMPLER: This application. I’m just

clarifying this application.

JI'M KAl SER: That’s correct.

M KE KOVARI K: Yes, that’s correct.

DONALD R. JOHNSON: Yeah, is there...is there any

unit where three wells could be drilled on 600 foot spacing.

M KE KOVARI K: I don’t know, you know,

specifically, but just off the top ny head probably, yes.
JI M KAl SER:  Probably, yeah.

BENNY WAMPLER: And the Nora Field it’s a pretty

good size of a unit.

DONALD R. JOHNSON: There’s like 58...58 acres, I

t hi nk---.
JI M KAl SER:  58. 77.

DONALD R, JOHNSON:  Yeah.

BENNY WAMPLER: But | just wanted to clarify that




that we’re tal king about one additional well in each unit no
cl oser than 600 feet, correct?

M KE KOVARI K: Yes, sir.

BENNY WAMPLER: Al right.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: W probably need to further clarify

too the restriction on drilling within 300 feet of the edge
of the unit when that unit borders a unit that does have
correlative rights issues, that does have multiple owners.

BENNY WAMPLER: | believe, he...he did testify,

and | guess for clarification, you did say that you would
not drill those within the wi ndow in those units?

M KE KOVARI K: That’s...we wouldn’t drill them

outside of the window. That’s right.

BENNY WAMPLER:  Yeah, outside the wi ndow. Right.

JI'M KAl SER: None of the units that we’re asking

for in this application would that apply to anyway. I don’t
think would it?

BENNY WAMPLER:  They sai d Standard---.

JIM KAl SER: Huh

BOB W LSON: Yeabh.

JIM KAl SER. Are you tal king about the border?

Okay, you’re talking about the border ones.




(M ke Kovarik confers with JimKaiser.)

BENNY WAMPLER:  But you...for clarification...just

go ahead and clarify on the record for that.

JIM KAl SERR M. Kovarik, could you repeat your

testi nony regarding the units that are on the edge?

M KE KOVARI K: We’re not asking for a relief from

t he 300 foot set backs on wells that have units adjacent to
themthat are of different m neral ownership.

JI M KAI SER:  That have royalty owners other than

St andard Banner, correct?

BENNY WAMPLER:  Anyt hi ng further from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further? M.

Johnson, anything further?

DONALD R JOHNSON: 1I’d just like to say to the

Board that Standard Banner does approve this application and

ask the Board to approve it and, of course, our main concern

out there in going forward will be coal devel opnent. But
this an area where we do not anticipate deeper coal...coals
to be devel oped. The likelihood of that is not strong. In

ot hers of Standard Banner property that, you know, our
position m ght change with regard to this approach, but I

j ust wanted to say that for the record in this case. But we




do believe this is an excellent ideal and we’re ready to go
forward and assist Equitable with this project.

BENNY WAMPLER: Thank you. 1Is there a notion?

MARY QUI LLEN. Motion to approve.

PEGGY BARBAR: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al Board nenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

M KE KOVARI K:  Thank you.

BENNY WAMPLER: The next itemon the agenda is a

petition from Appal achi an Energy, Incorporated for a

nmodi fication of the Cakwood | Field Rules to allowdrilling
of an additional unit in units...additional well in units G
33, G34, H33, H34, 1-34 in the Garden District of
Buchanan County, docket nunmber VGOB-93-0216-0325-08. wWe’d
ask the parties that wish to address the Board in this
matter to come forward at this tine.

JI M KAl SER: M. Chairman, Jim Kai ser on behal f of

Equi t abl e. .. Appal achi an Energy. Qur witness will M. Tom




Bl ake and possibly M. Henderson. | think probably right
now we probably just need to swear in Mr. Blake. I’ve
got...M. WIson has got an objection from another operator
in the area, not in our area but in the area that he’s
passing out and then I’'ve got a letter signed by the

obj ecting party and M. Henderson, President of Appal achi an
Energy, that negates that objection. So, if you can read
those together at the same time. I’11 pass out Mr. Blake’s
package of exhibits.

(Tom Bl ake is duly sworn.)

(Bob Wl son and Jim Kai ser pass out exhibits.)

BOB W LSON: M. Chairman, for the record |I would

| i ke to recognize the letter that M. Kaiser just referred
to, which we received fromthe Street Law Firm on behal f of
GeoMet in which they filed objections to the application for

a nodification of Field Rules. Each of you have a copy of

t hat .

(Board nenbers review the letter.)

BENNY WAMPLER: Are you going to address that,
Exhi bit A?

JI M KAl SER: Yeah, they’re in there. They’re just
not labeled. I’'m sorry.

BENNY WAMPLER: That’s all right.

JIMKAISER: It’s my fault.




BENNY WAMPLER: TIf you’ll just do it here for the

record.

JIM KAl SER Ckay.

BENNY WAMPLER: Ckay. The record wll show no

others. You may proceed.

JIM KAl SER:  Before we get started, M. Chairman,

a few issues. Number one, I guess I’'m going toO o0bject
GeoMet’s objection on the record in that they were a party
whose interest is sone considerable...over a 1,000 feet from
anything that we’re doing here. They weren’t entitled to
any notice under statute or regulations. So, therefore,
they don’t really even have standing to object. Then nunber
two, | would point the Board to the that we just passed out
si gned by Jeff Tayl or and Frank Henderson, which Frank was
ki nd enough to do sort of negate any objection that the

m ght want to try to cone and file anyway. So, I’d point
the Board to that letter basically w thdraws any objection

t hey had. Three, ny mstake we...wth our application we
provi ded the exhibits showing the units in the area that

we’ re asking for increased density drilling in, but we
didn’t label them Exhibit A in accordance with the way the
application reads. So, if we could correct that.

BENNY WAMPLER:  You just identify which ones

vou’ re talking about.




JI' M KAl SER: Yeah, it would be exhibit...well, it

actually be two exhibits. It will be one |abeled Exhibit 1.
“Appalachian Energy, Inc., Dwight-Whitewood Base Map
Proposed Increased Drilling Density.” Then also an Exhibit

1, “Appalachian Energy...” The same heading just---.

BENNY WAMPLER: That will be Al and the ot her one

is A
JI M KAl SER:  Ckay, thank you.

BENNY WAMPLER:  You nmay proceed.

TOM BLANK
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q M. Blank, you testified, | guess was it

| ast nonth or two nonths ago---.

A Two.
Q ---in a...in the Nora Field where we sought
i ncreased density drilling and that application was

approved. W went over at that tinme your education and your
work background and all of that. So, we’ll dispense With
that. Then if you would, just present the Board with your

testimony in accordance with the exhibits that we’ve




provided to them as to why we’re seeking increased density

drilling in this...in these particular units.
A Okay. The reason that we’re seeking
increased density in these five units is...as you’ve just

heard, accel erated production, increased recovery wth | ower
reservoir pressure due to the fact that these are desorption
type of reservoirs. The ability to access all zones, either
by the conpletions or by the fact that you have nore
opportunity to penetrate the intervals. I’'m going to bring
into this some of the economic sides of it that there’s a

| ower per well investnent that takes advantage of the
infrastructure that’s in place and that’s one of the reasons
why the econom cs are nmaxim zed by the increased density.
The whole thing...the concept of increased density in

coal bed net hane wor ks because its desorption type of
reservoir. |In conventional reservoirs, you really have a
pressure volune relationship and the drainage is
pernmeability only. 1In coal bed nethane, there is gas in the
pore space |like a conventional reservoir usually. But npst
of the gases are absorbed under the coal and because of

that, the recovery is based on your ability to draw up the
pressure. I can illustrate that. I know you’ve just seen
this, so I'm going to make this relatively quick. The gas

sorption isothermthat is | abeled Exhibit Two in your




package, which should that be Exhibit B then.

Q Correct...well, yeah, Exhibit B. We’ve got
an A and an A-1.
A Yeah, we just have to renane it.

BENNY WAMPLER: Yeah, we’ll go with B. Yeah,

we’1ll change all of these. This will be C, D, E...
A It shows the anmobunt of gas that stored on
the coal. This is basically absorbed onto the coal. This
s just a representative curve of one of the deeper zones.
You can see that coal at 600 pounds that hold about 500
standard cubic feet a ton. |[|f you drop the pressure to 300
pci, it will hold about 375. So, if you were to do that, it
woul d |i berate a 125 because it can only hold 375 at 300.
So, a 300 pound drop will |iberate a 125 at high pressure.
When you drop the pressure further, the curve steepens and
you can go from 375 at 300 pounds down to a 100 pounds and
100 pounds wi Il hold about 175 standard cubic feet. So, now
for only 200 pounds, you get 200 standard cubic feet. So,
there is an increasing benefit of decreasing pressure and
that’s what we’re interested in.

Exhibit Three, this actually shows...I’ve shown
this before, but this is the sinmulation that was nenti oned
in the previous testinony. W did do this. 1In fact, | did

this personally, so | can attest to it. The whole object is




to match existing history with reservoir perineters so that
you can use the same reservoir perinmeters and predicting
things that don’t exist in real life yet. $So, it’s theory,
but that’s what we have to use. You can see the really good
agreenent of, and this is for the entire field, of both gas
and water rates. The reasons why did it in conpany was
because we couldn’t get a consultant to match to this
degree. So, this is a really good representation of
real...with the real world. So once you match it, then you
can say, okay, what happens if you have increased density
because in the case of Appal achian Energy we have drilled
everything on the normal spacing and we don’t have specific
exanpl es of tight spacing.

I f you |l ook at Exhibit---.

BENNY WAMPLER: D,

A ---D, this is a representation of the

i ncreased production that you can get froma 160 acre area
drilled on 80 acres, 60 acres and 40 acres. So, 1it’s

| ooking at the 160...the recovery froma 160 in total.

We’ re asking to go from 80 to 40. If you look at the
recovery at 80 and the recovery at 40, it’s roughly going
from 1700 to 1100, which is an increase of a little nore
than 50%. That’s pretty much in keeping with everything

that I’ve heard here and that’s also what I hear from other




operators. So, that...that gives you a sense for what the
i ncreased recovery is. Now, sone of that, the second well
is going to recover gas that m ght have been produced from
the first...that will have been produced fromthe first well
far out in time as it was previously testified. But there’s
also increased recovery and that’s what this represents.

And on the final curve, and this the thread of the
econom cs side of it in, when we originally did this
Ssi mul ation the real question that we had at the tine was...
mean, we had 60 acre spacing in Nora and there was 80 acre
spaci ng i n Buchanan County and our question was is 80 right
at 60 or is there sonme other correct answer. So, we ran
econom cs and you note on this, and this is probably the
nmost inmportant thing onit, is we ran this at 225. That was
ki nd of the gas price at the tine. W ran it at variety
spacing all the way from 160s, you know, 100s, 80s, 60s, 40,
30s and all the way down. \What you end up with is | ow
recovery with an investnent in one well at the high end and
t he reason why your econom c npv goes down at the lowend is
because you’re putting in so many more wells that your
increased recovery doesn’t warrant it and that’s important.
The optimal point is running right in the 50/40 range, which
is represented by the high point of the npv for this

devel opnent. If...and the reasons for it is acceleration in




production, the increased recovery that | had nentioned on

t he previous graph and then the other thing that was real
interesting in this is that we had | ower investnent per

well . The | ower investnent per well nade a big difference
in the economcs on a per well and per project basis.

A key thing that | want to nention is when the gas
price goes up, it actually reinforces and anplifies the
result here because this curve would shift to the left with
t he higher prices because the prices are going up at nmuch

hi gher rate than the actual investnents are going up. So,

t he optinum at that point definitely ends up being, you

know...in this case, which is a theoretical case, 40 acres.
So- - -.

Q That’s assuming at 225.

A At 225. Yeah, it would shift---.

Q It would shift.

A ---to the left if it were $6 is what I'm

driving at.

Right. Wichis what it is.
Huh?

Which is what it is.

> O >» O

Which is what it is. | just...yeah, |
don’t have the...everything that | needed to prepare that at

a different price. So, there’s, obviously, then a benefit




to the operator in the fact that they’re maximizing the
economic value of this project. There’s a benefit to the
royalty owner in that with that optim zation cones an

optim zation of the royalty to the royalty owners. Finally,
Wi th that optim zation cones an optim zation of the value to
t he governnent and counties in the formof severance tax.

So, because this benefits everybody, we’re asking for

i ncreased density on those units.

BENNY WAMPLER:  Questions from nenbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER:  Your application says that an

addi tional ... here again, coal bed nethane gas wells may be
drilled. Then it says that the second well. Are we talking
about one additional well in each unit?

TOM BLAKE:  Yes.

BENNY WAMPLER:  \What does your Exhibit depict, M.

Kaiser? Is it the notice or---7?

JIMKAISER. It should be the notice, yeah.

BENNY WAMPLER: TI’'m just asking for clarification.

It didn’t have...we had it in here and no testimony.

JIMKAISERR  So, we need to go A, A-1, B and then

the first one of these will be C through F---.

BENNY WAMPLER:  Yeabh.




JI' M KAl SER: ---for clarification.

BENNY WAMPLER: Right. M. WIson, do you have

any questions or conments?

BOB W LSON: No, sir.

BENNY WAMPLER: Do you have anything further, M.

Kai ser ?

JIM KAl SER: Well, we’d ask that the application

be approved as submitted with the clarifications regarding
wel | versus wells and the enuneration of the exhibits.

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al Board nenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

JI M KAl SER:  Thank you.

TOM BLAKE: Thank you.
BENNY WAMPLER: The next itemon the agenda is a

petition from Chesapeake Appal achian, LLC for pooling of




conventional gas unit 825692. This is docket nunber VGOB-
06-0718-1680. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tinme.

JIMKAISER M. Chairman, |’ve confused you so

bad today that, | think actually if we could---.

BENNY WAMPLER: We’re going to go back.

JIMKAISER ---we need to go back to item nunber

Si x, right.

BENNY WAMPLER:  Yeah. | just thought of that

after | called it. Six and seven for the Board’s
information. | had them here, but | noved them here again
one more forward for some reason. Okay, I’'m going to call
t hat .

JIM KAl SER: Well, I’11 tell you what, before you

do that...man, I'm just a pain aren’t I?

BENNY WAMPLER: You’re working on it.

(Laughs.)
JIM KAl SER.  Tactically, | think a | ot of

tines...in fact, M. Harris it brought it up. | think two
or three months ago, we’ve got two wells that we have a

| ocati on exception in for force pooling for. Maybe we
shoul d the | ocation exception first and then do the pooling.
| mean, he had inquired about that one other tine, | think.

BENNY WAMPLER: That woul d be the seven?




JIMKAISER.  Yes, sir. So, we would go seven, six

and then going back to the next page, we would go twenty-
ei ght and twenty-seven. 1If that’s not too confusing...

BENNY WAMPLER: Well, I'm going to do one or two

and let M. Harris handle it from here on out.

JIM KAl SER Do you got to go?

BENNY WAMPLER: If you’re confusing anybody,

vou’ re going to confuse him. I’'m going to do one or two
more, depending on the length of time. We’ll go ahead and
cal | nunmber seven on the agenda here. A petition from
Chesapeake, and I’'11 strike...by the way, strike the other
call on that last item A petition from Chesapeake

Appal achi an, LLC for a well |ocation exception for proposed
wel | 825946, docket nunber VGOB- 06-0620-1662. We’d ask the
parties that wish to address the Board in this matter to
cone forward at this tine.

JI M KAl SER: M. Chairman, it will be JimKaiser

and St an Shaw on behal f of Chesapeake Appal achia. | do have
sone revised exhibits to pass out to you also. This

was. ..these two hearings we continued back in June because
we identified a different party having an ownership interest
in Tract 1 that had not been notified. That was the only
reason it was continued. So, we’re going to have...I’'1l1

have new exhibits for both the | ocati on exception and the




f orce pooling.
(Stan Shaw is duly sworn.)

(Ji m Kai ser passes out revised exhibits.)

STAN SHAW
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Shaw, could you state your nane for the
Board, who you’re employed by and in what capacity?

A My name 1is Stan Shaw. I'm employed by
Chesapeake Appal achia, LLC as a reservoir engineer.

Q And do your responsibilities include the
| and involved in this unit and in the surroundi ng area?

A They do.

Q Are you famliar wth the application we
filed seeking a | ocation exception for this well?
A Yes.
Q Have all interested parties been notified

as required by Section 4(B) of the Virginia Gas and Q|




Board Regul ati ons?

A Yes.

Q Wbul d you indicate for the Board the
ownership of the oil and gas underlying the unit for well
8259467

Chesapeake Appal achia owns 100%
And we are seeking an exception from one
wel |, that being 25415, is that correct?

A That’s correct.

Q And does Chesapeake Appal achia have the
right to operate that reciprocal well?

A Yes.

Q Ckay. And could you explain for the Board

why we’re seeking this location exception?

A This site was picked to mnim ze the inpact
of coal. It was pre-approved by the coal conpany. It takes
advantage of an existing bench. So, there’s a win/win with

regard to topography. It keeps it off a steep bench.

Q Ckay. And in the event the | ocation
exception were not granted, would you project the esti mted
| o0ss of reserves?

A 400 mllion cubic feet.

Q And the total depth of the proposed well?

A 5,415 feet.




Q Are you requesting this |ocation exception
cover conventional gas reserves to include designated
formations as listed in the application fromthe surface to
the total depth drilled?

A Yes.

Q In your opinion, would the granting of this
| ocati on exception be in the best interest of preventing
wast e, protecting correlative rights and maxi m zing the
recovery of the gas reserves underlying this unit?

A Yes.

JIM KAl SER. Nothing further of this wtness at

this tinme, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER:  Now, this exhibit that you handed
us, 1is that...that’s a revised exhibit?

JI M KAl SER: Yes, sir.

BENNY WAMPLER: And it’s based on?

JIM KAl SER.  Based on our subsequent title work to

what we found in June, it showed the ownership to be
di fferent in Tract 1.

BENNY WAMPLER: Questions from nenbers of the

Boar d?




(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KAl SER: Mr. Chairman, we’d ask that the

appl i cation be approved with the revised Exhibit B?

BENNY WAMPLER: s there a notion?

DONNI E RATLI FF: So noved, M. Chairman.

BENNY WAMPLER: Mbtion to approve.

MARY QUI LLEN:. Second.

BENNY WAMPLER: And second. Any further

di scussi ons?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al Board nenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Now, let’s get

on the sane page. Do you want to go to six or do you want
to go to---?

JIM KAl SER: Let’s go to six.

BENNY WAMPLER:  Ckay.

JI M KAl SER: | Iike six.

BENNY WAMPLER: A petition from Chesapeake

Appal achia, LLC for pooling of conventional gas unit 825946,




docket nunmber VGOB-06-0620-1660. We’d ask the parties that
W sh to address the Board in this matter to conme forward at
this tine.

JI' M KAI SER: Now, M. Chairman, in this case it

Wi | | be JimKaiser, Dennis Baker, who needs to be sworn, and
agai n Stan Shaw on behal f of Chesapeake.
(Dennis R Baker is duly sworn.)

JIMKAISER: As stated, we did...the reason we

continued this, we did pass out a revised Exhibit B and B-2,
whi ch will show the changes made in Tract 1. W have

di sm ssed a Dorothy Mtchell and Henry Val enti ne and Nancy
and David Rife. Their interest was actually owned by

Ri chard Oto, OT-T-O None of the percentages or anything
changed, but we’ll testify to that. We just had the wrong
owner for that interest.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

DENNI S BAKER

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q Mr. Baker, if you’d state your name for the




record, who you’re employed by and in what capacity?

A My name is Dennis Baker. I'm employed by
Chesapeake Appal achia, LLC as Senior Land Representative.
Q And do your responsibilities include the

| and i nvol ved here and in the surrounding area?

A Yes, they do.
Q Are you famliar with the application that
we filed seeking to establish a drilling unit and pool any

unl eased interest for well nunber 825946, which was dated
May the 19th, 20067

A Yes.

Q Does Chesapeake Appal achia own drilling
rights in the unit involved here?
A Yes, we do.
Q And prior to the filing the application
were efforts nmade to contact each of the respondents and an
attenpt nmade to work out a voluntary | ease agreenent?
A Yes.
Q And what...as of today and as depicted on
our revised exhibit that the Board has in front of them
what is the interest of Chesapeake Appal achia under | ease
Wi thin the unit?
A The interest | eased to Chesapeake is

05. 163723%




Q And then that woul d | eave unl eased

4. 83627797
Yes.
Ckay. And are all unleased parties set out
at B- 37?
A Yes.
Q And we do not have any unknown or

unl ocat eable owners in this unit, correct?

A No...no, we do not.

Q So, in your professional opinion, due

di | i gence was exercised to |l ocate each of the respondents
named?

A Yes.

Q Are the addresses set out in Exhibit Bto
t he application the | ast known addresses for the
respondent s?

A Yes, it is.

Q Are you requesting this Board to force poo

al | unl eased interest |isted at Exhibit B-37?

A Yes.
Q Are you famliar wth the fair market val ue
of drilling rights in the unit here and in the surroundi ng

ar ea?

A. Yes, | am




Q Coul d you advise the Board as to what those
ar e?

A A five dollar per acre consideration with a
five year terns and a one-eighth royalty.

Q And in your opinion, do the terms you’ve
testified to represent the fair market value of and the fair
reasonabl e conpensation to be paid for drilling rights
W thin this unit?

A Yes.

JIM KAl SERR M. Chairman, any chance | can

i ncorporate the election testinony from 16747

BENNY WAMPLER: |f he’ll accept them.

Q WIl you accept those terns?
A Yes.
BENNY WAMPLER:  That will be incorporated.

Q The Board...for this particular unit, the
Board does not need to establish an escrow account, correct?
A That’s correct.
Q And who shoul d be nanmed operat or under any
force pooling order?
A Chesapeake Appal achia, LLC
JIM KAl SER: Nothing further of this wtness at

this tinme, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the




Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

STAN SHAW
DI RECT EXAM NATI ON

QUESTI ONS BY MR. KAl SER

Q M. Shaw, do your responsibilities include
the | and i nvol ved here and in the surroundi ng area?

A Yes.

Q Are you famliar with the proposed

expl oration and the devel opnent of this well?

A | am

Q And what’s the total depth of the proposed
wel | 2

A 5,415 feet.

Q And the estimated reserves for the unit?

A 400 mllion cubic feet.

Q Are you famliar with the well costs and

has an AFE been revi ewed, signed and submitted to the Board
as Exhibit Cto the application?

A Yes.

Q In your opinion, does it represent a

reasonabl e estimate of the well costs for this well?




A It does.

Q Coul d you state both the dry hole costs and
conpl eted well costs for this well?

A The dry hol e costs are $242,144 and the
conpl eted well costs at 100% are $475,855. | think which

t he 95% ..we have a 95% wor ki ng interest.

Q Ckay. | think our application stated

152, 062 and the difference in that is?

A The 95% wor ki ng interest.
Q So, the AFE represents then 95%
A Yeah, both nunbers were shown on the AFE.

There was a---.

Q Oh, you’ve got a total and then---7?

A ---atotal and then---.

Q Ckay.

A So, it would be the total costs of that

100%

Q All right. So, the actual conpleted wel
costs should be 475, 855?

A Correct.

Q Ckay. Do these costs anticipate a nultiple
conpl eti on and does your AFE include a reasonabl e charge for
super vi si on?

A. Yes.




Q I n your professional opinion, would the
granting of this application be in the best interests of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIMKAISER:  Nothing further at this tine of this

W t ness, M. Chairman.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

BENNY WAMPLER: We’d ask that the application be

approved with the revised B and the subm ssion of the B-2,
whi ch reflects the revisions to B.

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

PEGGY BARBAR: | second.

BENNY WAMPLER.  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al Board nenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)




BENNY WAMPLER:  You have approval. M. Harris,

t hat takes you to nunber twenty-seven, which you’ll call
next. Thank you. | do have to |eave. | apol ogize.
(Benny Wanpler exits the room)

BILL HARRIS: W’11 go ahead and call the next

docket item A petition from Chesapeake Appal achia, LLC for
pooling of a conventional gas unit 82...I'm sorry, 825692,
Rocklick District, Buchanan County, Virginia, docket nunber
VGOB- 06- 0718-1680. We’d ask all parties that W sh to speak
to this petition to state their interests.

JI M KAl SER: M. Chairman, Jim Kai ser, Dennis

Baker and Stan Shaw on behal f of Chesapeake. W have a

revised exhibit for you on this one also, which wll reflect

sone changes since the original application was fil ed.
(Jim Kai ser passes out revised exhibits.)

BILL HARRI'S:  Ckay.

DENNI S BAKER

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Baker, if you could state your nane for

the Board, who you’re employed by and in what capacity?




A Denni s Baker, enpl oyed by Chesapeake
Appal achia, LLC as Senior Land Representative.
Q And your responsibilities include the |and

in the unit here and in the surroundi ng area?

A Yes, it does.
Q And you’re familiar with the application we
filed seeking to establish a drilling unit and pool any

unl eased interest for well 8256927
A Yes, | am
Q And does Chesapeake own drilling rights in
t he unit involved here?
A Yes, we do.
Q And prior to filing the application, were
efforts nmade to contact each of the respondents and an
attenpt nmade to work out an agreenent regarding the
devel opnent of the unit?
A Yes.
Q Now, at the tinme we filed our application
on June the 16th, what percentage of the unit was under
| ease to Chesapeake?

A At the tinme of application, the percentage
t hat we showed or indicated | eased was 92. 788051%

Q Ckay. And subsequent to the filing of the

appl i cation, have you continued to attenpt to reach an




agreenent with any of the unl eased respondents as they were
| isted at the original Exhibit B?

A Yes, we have.

Q And as a result of those efforts, have you
been successful in acquiring any additional |eases?

A We have one individual we were able to
obtain a |l ease on. On the exhibit it should be |isted under
page three, Tract 1, M. Robert Raney, he is now a | eased
i nt erest.

Q Ckay. And then what other change is

reflected in the revised Exhibit B---?

A Ckay.
Q ---on Tract 47
A On Tract 3 and 4, on the application we had

i ndi cat ed that Buchanan Gas Conpany was | eased. However, we
did find out that the parcels in this unit were not | eased.
We’ve been trying to add those tracts by a lease amendment
and nodification. But at the tine of the hearing, we still
do not have an agreenent signed yet. So, we changed those
i nterests fromleased to unl eased.

Q Ckay. So, at the present tine, as of right
now, state both the percentage that is | eased to Chesapeake
and the percentage that is unl eased to Chesapeake.

A Currently under | ease to Chesapeake, we




have 68.954735% The interest unleased as of today is
31. 045265%

Q Ckay. And are unl eased parties set out at
Exhi bit B-3?

A Yes, they are.

Q Now, in this particular tract, we do have
some unknown and unl ocat eabl e i nterest owners?

A That’s correct.

Q Were efforts made to...and sources checked
to attenpt to identify and | ocate those unknown heirs?

A Yes.

Q I n your professional opinion, was due
di | i gence exercised to |ocate then?

A Yes, it was.

Q Are the addresses set out in the revised
Exhibit B to the application the | ast known addresses for
t he respondent s?
A Yes.
Q Are you requesting the Board to force poo

al | unl eased interest |isted at Exhibit B-37?

A Yes, we are.
Q Are you famliar wth the fair market val ue
of drilling rights in the unit here and in the surroundi ng

ar ea?




Yes, | am
Q Coul d you advise the Board as to what those
ar e?
A A five dollar per acre consideration, a
five year termand a one-eighth royalty.
Q In your opinion, do the terms you’ve
testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
W thin this unit?
A Yes.

JIM KAl SER: Now, Mr. Chairman, I’d ask that the

t esti nony regarding election options, with Mr. Baker’s okay,
t hat was previously taken in docket nunber 1674 be
i ncor porated for purposes of this hearing.

BILL HARRIS: M. Baker, would you agree to that?

DENNI S BAKER:  Yes, | do.

BILL HARRIS: Okay. It will be incorporated.

Q And the Board does need to establish an
escrow account for part of the proceeds attributable to
Tract 3 and 4 in this unit, is that correct? It would be
t he Linda Stevenson Heirs and the Lizzie WIIlianmson Heirs.
A There’s an unknown individual on Tract 1.
Q Ch, there is?

A Yeah. I’'m sorry, no, it’s Tract...you’re




right Tract 3. I apologize. That’s incorrect. It is on
Tract 2, page five of the exhibit, and Tract 4.
Q Yeah, I'm sorry. It’s 2, 3 and 4.

JI' M KAl SER: Sharon, 2, 3 and 4.

SHARON Pl GEON: 2, 3 and 4.

BILL HARRI S: Page five of six. That’s at the

bot t ont?

JI' M KAI SER: Yeah, that would be Tract 2.

BILL HARRI'S:  Ckay.

JI' M KAl SER: There’ the Linda Stevenson Heirs---.

Bl LL HARRI S: Tract 3.

JI M KAl SER: ---in Tract 3 and a Lizzie WIIlianson

Heirs in Tract 4.

BILL HARRI'S:  Ckay.

Q And who- - - ?

A Yes, we do need to establish an escrow
account .

Q Wio woul d be naned...should be naned

oper ator under any force pooling order?
A Chesapeake Appal achia, LLC
JIM KAl SER:  Nothing further of this wtness at

this tinme, M. Chairnan.

BILL HARRI'S: Thank you. Any questions fromthe

Boar d?




BOB W LSON: M. Chair.

BILL HARRI'S:  Yes.

BOB WLSON: The...there was no Exhibit E fil ed

Wi th this application, | believe, showi ng owners to be
escrowed. You’ll need to---.

JIM KAISER: 1I’ve got one. You just didn’t get

it?
BOB WLSON: No. Okay. Yeah, I don’t have it.
JI M KAl SER: Okay. I711---.
BILL HARRIS: It does exist though?
JI M KAl SER:  Yeah.
SHARON PI GEON:  Not for us.
JIMKAISER: 1’11 get it to you.
BILL HARRI'S: Any further questions for M. Baker?
(No audi bl e response.)
BILL HARRIS: Oh, any further questions for M.
Baker ?

JIMKAISER No. Nothing for this wtness.

BILL HARRIS: (Ckay. You can...you can nobve on.

STAN SHAW
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q M. Shaw, do your responsibilities include




the | and i nvol ved here and in the surroundi ng area?
A They do.

Q And you’re familiar with the plan of
expl oration for this well?

A Yes.

Q And what is the total depth of this

proposed wel | ?

A Total depth 5,725 feet.

Q Esti mat ed reserves?

A 400 mllion cubic feet.

Q Has an AFE been revi ewed signed and

subm tted to the Board as Exhibit C?

A Yes.

Q And, in your opinion, does it represent a
reasonabl e estimate of the well costs for this well?

A It does.

Q Coul d you state for the Board both the dry
hol e costs and conpleted well costs for this well?

A The dry hole costs are $262, 137 and

conpl eted well costs are $508, 325.

Q And do these costs anticipate a nultiple
conpl etion and i nclude a reasonabl e charge for supervision?
Yes.

Q In your opinion, would the granting of this




application be in the best interests of conservation, the
prevention of waste and the protection of correlative
rights?

A Yes.

JIM KAISER°  Nothing further of this w tness at

this tinme, M. Chairnan.

BILL HARRI'S: Thank you. Board nenbers, any

questions?
(No audi bl e response.)

BILL HARRIS: Do you have any further questions?

JIM KAl SER: Mr. Chairman, we’d ask that the

appl i cation be approved as submtted with the revised

exhi bits and with a revised Exhibit E to be submtted to M.

W | son.

BILL HARRIS: Do we have a notion on this
petition?

PEGGY BARBAR. Modtion to approve.

BILL HARRI'S: Motion to approve.

MARY QUI LLEN: Second.

BILL HARRI'S: Second. It has been noved and
second. All in favor, say aye.

(Al nmenbers signify by saying aye.)
Bl LL HARRI'S: (Qpposed |ikew se.

(No audi bl e response.)




BILL HARRIS: The petition passed. The next

docket itemis nunber twenty-eight. 1It’s a petition from
Chesapeake Appal achia, LLC for a well |ocation exception for
proposed wel |l 825..825692, Rocklick District, Buchanan
County, Virginia, docket number VGOB-06-0718-1681. We’d ask
al | parties who wish to speak to this petition to pl ease
conme forward.

JI' M KAl SER: In this case, M. Chairnman, it wll

be Ji m Kai ser and Stan Shaw on behal f of Chesapeake.
(Jim Kai ser confers with Stan Shaw. )

Bl LL HARRI S: Let the record show, there are no

ot her s.

STAN SHAW
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Shaw, do your responsibilities include
the | and involved in this unit and in the surroundi ng area?

A Yes.

Q Are you famliar wth the application we
filed seeking a | ocation exception for this well?

A | am

Q And have all parties been notified as

requi red by Section 4(B) of the Virginia Gas and G| Board




Regul at i ons?

A Yes.

Q Coul d you indicate for the Board the
ownership of the oil and gas underlying this well?
A Chesapeake Appal achia owns 100%
Q And in this particular case, we'’re seeking
an exception fromone well that has been drilled, 224654 and
then one that’s proposed, which is 825834, is that correct?
A That’s correct.
Q And Chesapeake has the right to operate

bot h those reciprocal wells?

A W do.

Q So, there’s no correlative rights issues?
A No.

Q Now, in conjunction wth the exhibit that

you prepared and we just passed out to the Board, explain to
them why we’re seeking this exception.

A This i s another exception to mnimze the
impact of coal. It’s a different coal company. It’s

Cl i ntwood El khorn. They pre-approved this location. It’s
an area where they already stripped that takes advantage of
t he t opography using the existing bench. This exhibit
doesn’t have a scale, but the actual distances between the

wells is printed on there by our surveyor and the




t opographic intervals 40'. So, it is too steep to put a
| ocation on the side of the hill for safety reasons.

Q In other words, to nove to the sout hwest it
woul d be...there would be topographic constraints?

A Yes.

Q Ckay. So, this was pre-approved by the
coal company, that’s where they want it, and it’s on an
exi sting strip bench, so it takes care of any topographic
pr obl ens?

A Correct.

Q Ckay. And what is the...in the event this
| ocati on exception were not granted, would you project the

estimated | oss of reserves?

A 400 mllion cubic feet.

Q And the total depth of the proposed well?
A Total depth 5,725 feet.

Q And you’re requesting this location

exception to cover conventional gas reserves to include the
formati ons designated in the application fromthe surface to
the total depth drilled?

A Yes.

Q In your opinion, would the granting of this
| ocati on exception be in the best interest of preventing

waste, protecting correlative rights and maxi m zing the




recovery of the gas reserves underlying the unit in the area
for 8256927
A Yes.

JIM KAISER:  Nothing further of this w tness at

this tinme, M. Chairnan.

BILL HARRI'S: Thank you. Questions from Board

menber s?
(No audi bl e response.)

BILL HARRIS: Do you have anything further?

JI M KAl SER: We’d ask that the application be

approved as subm tted.

DONNI E RATLI FF: So noved, M. Chairman.

BILL HARRI S: Okay. There’s move for approval of

this petition.

MARY QUI LLEN: Second.

BILL HARRI'S: It has been seconded. Any further

questions?
(No audi bl e response.)

BILL HARRIS: All in favor, say yes.

(Al nmenbers signify by saying yes.)
BILL HARRI'S: (Qpposed, |ike sign.

(No audi bl e response.)

BILL HARRI'S: Thank you. This petition is

approved. We’ll move on to number twenty-nine. A petition




from Chesapeake Appal achia, LLC for pooling of conventiona
gas unit 825834, Rocklick District, Buchanan County,

Vi rginia, docket nunber VGOB-06-0718-1682. We’d ask all
parties who are interested in comenting to pl ease cone

f orwar d

JI M KAl SER.  Again, M. Chairman, Jim Kai ser,

Denni s Baker and Stan Shaw on behal f of Chesapeake
Appalachia. If you’ll give me just a second. I’'ve got a
huge set of revised exhibits to hand out.

BILL HARRIS: Okay. The record wll show there

are no ot hers.

JIM KAl SER: We’re going to have a revised B, B-2,

which will reflect all the | eases we’ve picked up, and then,
of course, a revised B-3 and a revised E. So everything is
revi sed.

(Jim Kai ser passes out revised exhibits.)

JIM KAISER: 2All right. So, we’ve got a revised

B, revised B...a new B-2, we didn’t have a B-2 before
probably, we wouldn’t have, it only comes into play if
there’s changes between the application and the hearing, B-3
and E..  So, we should all be set. The plat and the AFE
remai ns the sane. Does everybody got then? Al right. Are
we ready, M. Chairnman?

BILL HARRI S: Yes, we’re ready.




DENNI S BAKER

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Mr. Baker, if you’d state your name for the
Board, who you’re employed and in what capacity?

A Dennis Baker. I’'m employed by Chesapeake
Appal achia, LLC as senior |and representative.

Q Based on all of these exhibits, I’'m going
to assunme your responsibilities include the |Iand involved
here and in the surroundi ng area?

A Yes, it does.

Q Does Chesapeake Appal achia own drilling
rights in the unit involved here?

A Yes, we do.

Q And prior to filing the application, were
ef forts nade to contact each of the respondents in the unit
and an attenpt nmade to work out an agreenent regarding the
devel opnent of the unit?

A Yes.

Q And then subsequent to the filing of the
application, did you continue to attenpt to reach an
agreenent with the respondents |isted at the original

Exhi bit B?




A Yes.
Q And as a result of those efforts, you’ve
pi cked up quite a few | eases, which are reflected in the
di sm ssed parties shown in Exhibit B-2, correct?
A Ri ght .
Q kay. So, at this point in tinme right now
and reflected by the revised Exhibit B-3, what percentage of
the interest wwthin the unit is under | ease to Chesapeake?
A Currently, we have 90.360385% | eased.
Q Ckay. And what percentage would renain
unl eased at this tinme?
A Unl eased percentage woul d be 9.639615%
Q And all the unleased parties are set out in

Exhi bit B-3?

A Yes.
Q And, again, in this particular case as
we’ve shown by our revised Exhibit E, we do have, | think,

two unknown interest owners in this unit?

A Yes, we do.

Q And let’s see, they would be---7?

A Actually, there’s three. We have...in
Tract 5, which would be page five, | believe, we have...half

t he way down, we have a Jean Bowing. Directly bel ow her,

we have the Madeline Mullins Heirs.




JIM KAl SER: Mr. Director...Mr. Chairman, we’re

goi ng to have to get you a revised Exhibit E here on this
one two because we’re only showing the two...we’re showing
Lizzie WIllianson and Marilyn Millins.

BILL HARRIS: Marilyn Miullins, yes.

JI M KAl SER: Maybe we’re missing a Jean Bowling.

So, I'm get you a revised E on this one too.

SHARON Pl GEON: So, the revised E will show Tracts

5 and 67?
JI' M KAl SER: Correct.

Q Now, M. Baker, were reasonable and
diligent efforts nade and sources checked to attenpt to
| ocate these heirs?

A Yes.

Q I n your opinion, due diligence was
exercised to | ocate each of the respondents naned in Exhibit
B?

A Yes, it was.

Q And are the addresses set out in Exhibit B
to the application the | ast known addresses for the
respondent s?

A Yes.
Q Are you requesting this Board to force poo

al | unl eased interest |listed at revi sed Exhi bit B-3?




A Yeah.
Q Now, are you famliar with the fair narket
val ue of drilling rights in the unit here and in the

sur roundi ng?

A Yes, | am
Q Coul d you advi se the Board as to what
t hose?
A A five dollar per acre consideration, a

five year term and one-eighth royalty.

Q I n your opinion, do the ternms you just
testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Wi thin this unit?

A Yes.

JIM KAl SER: Mr. Chairman, I’d ask that the

el ection option testinony previously taken in item 1674 be
incorporated for purposes of this hearing with Mr. Baker’s
approval .

BILL HARRIS: Do you approve?

DENNI S BAKER: Yes, we do.

BILL HARRIS: It wll be incorporated then.

Q Okay. And we’ve just establish...we
earlier established that an escrow account does need to be

established for this unit covering certain proceeds




attributable to Tracts 5 and 6 in the unit, correct?

A Yes, that’s correct.

Q And who shoul d be nanmed operat or under any
force pooling order?
A Chesapeake Appal achia, LLC

JIM KAISER:  Nothing further of this witness, M.

Chai r man.

BILL HARRI'S: Thank you. Questions from nenbers

of the Board?
(No audi bl e response.)

BENNY WAMPLER:  Ckay. You nay call your next

W t ness.

STAN SHAW
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Shaw, are you famliar with the
proposed exploration of this well?

A | am

And what’s the total depth of the well?
5,660 feet.

And the estimated reserves for the unit?

400 mllion cubic feet.

o > O »

Are you famliar with an AFE that has been




revi ewed, signed and submtted to the Board as Exhibit C?

A Yes.

Q I n your opinion, does it represent a
reasonabl e estimate of the well costs?

A It does.

Q Coul d you state for the Board both the dry
hol e costs and conpleted well costs for this well?

A Dry hole costs are $270, 419 and conpl et ed
wel | costs are $515, 859.

Q Do these costs anticipate a multiple
conpl etion and do they include a reasonabl e charge for
super vi si on?

A Yes.

Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIM KAl SER:  Nothing further of this wtness at

this tinme, M. Chairnan.

BILL HARRI'S: (Okay. Questions from Board nenbers?

(No audi bl e response.)

BILL HARRI'S: (Ckay. You may proceed.

JIM KAl SER: We’d ask that the application be




approved as submtted with the revised exhibits and with an
addi tional revised Exhibit on E to reflect the unknown
i nterest of a Jean Bowing in Tract 5.

BILL HARRIS: Ckay. Do we have a notion for

this...concerning this petition?

PEGGY BARBAR. Modtion to approve.

MARY QUI LLEN:. Second.

BILL HARRI'S: Any further discussion?

(No audi bl e response.)

BILL HARRIS: Al in favor, say yes.

(Al nmenbers signify by saying yes.)
BILL HARRI'S: (Opposed, |ike sign.

(No audi bl e response.)

BILL HARRI'S: It has been approved.

JI M KAl SER.  Thank you.

BILL HARRI'S: Thank you. | guess, maybe take what

a ten minute break or so. I’m not sure what...we have what
four...three.

MARY QUI LLEN: Could | ask before we break, item

nunber four on the agenda, what was the action that was
t aken on nunber four?

JI M KAl SER: It was conti nued.

Bl LL HARRI S: | have that it was conti nued.

MARY QUI LLEN: It was continued?




JIM KAl SER: Yes, ma’am.

BILL HARRI'S:  Yes.

MARY QUI LLEN: Ckay.

DONNI E RATLIFF:  You wthdrew thirty, right?

JIMKAISER Thirty and thirty-one, | believe.

Two wi t hdrawal s.

BOB WLSON: | can go get these other people, if

you want to continue.

BILL HARRIS: Well, | was just giving you a break

to get...because there’s a change of folks, right? I mean,

you Know - -.
BOB WLSON: Yeah. 1I’1ll go get them either way.
MARY QUI LLEN: For which one?
PEGGY BARBAR. Are we thirty-three?
JIM KAl SER: He’s just got three more, I think.
BILL HARRI'S: Yeah, | think we have three nore.
MARY QUI LLEN:  Ckay.
PEGGY BARBAR. Is it thirty-three next?
BILL HARRIS: Yes, thirty-three will be next.
(O f record.)
BILL HARRI'S: Okay. Qur next itemthen is nunber
thirty-three. 1It’s a petition from Pine Mountain 0il and

Gas, Inc. for pooling of coal bed nethane unit Haysi-6 CBM

unit 71-AC, Prater District, Buchanan County, Virginia,




docket nunber VGOB-06-0718-1686. We’d like to ask all of
the parties who wish to speak to this petition to pl ease
come forward.

TIM SCOIT: Tim Scott for Pine Muntain, Phil Horn
and Doug Terry.

BILL HARRIS: COkay. Let the record show, there

are no others. You may proceed.

TIM SCOTT: Mr. Chairman, we’ve passed out revised
Exhibit B and B-3. Wen we prepared the exhibits for
notification to the parties respondent on B-3, we had
i nadvertently used the wong zip code. It was supposed to
be 21102 and we used 22107. W fixed it at the post office,
much to chagrin. But anyway, it went out correctly and
notification that we filed with M. W] son does accurately
reflect that. So, those are the only changes on there.

BILL HARRIS: And that was within the required

time limts?

TIM SCOTT: It was the sane day. The day we filed

BILL HARRIS: Oh...oh, I'm sorry. I

m sunder st ood.
TIM SCOTT: | just had one of the paral egal s just
fix it on all of the green cards---.

BILL HARRI'S:  Yes.




TIM SCOTT: ---as they were going out that day.
BILL HARRI' S: Yeah, okay.

TIMSCOTT: As I said, much to the post office’s
unhappi ness.

BILL HARRI S: Yeah, I'm sure they didn’t like it

one bit.
TIM SCOTT: M. Horn, would...have you sworn these
gent | enmen?

(Phil Horn and Doug Terry are duly sworn.)

PH L HORN
havi ng been duly sworn, was exam ned and testified as

f ol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q M. Horn, would you state your nane,
pl ease?
A My nane is Phil Horn.
Q And by whom are you enpl oyed?
A Pi ne Mountain Horn and Gas, Inc.
Q And what’s your job description, please?

A I’'m district landman and I’'m responsible
for getting wells permtted and drilled, dealing with oi

and gas owners, surface owners, coal owners, title and such




as t hat.

Q So, you’re familiar with this applicati on?
A Yes, | am
Q And you did this in preparing the

appl i cation?

A Yes, | did.

Q kay. Is this unit located in the Nora
Coal bed gas field?

A Yes, it is.

Q And how many acres does this contain?

A 58. 77.

Q And Pi ne Mountain does have drilling rights

in this unit, is that correct?

A That’s correct.

Q Are there any parties respondent |isted on
Exhi bit B-3 who should be dismssed fromthis application?
A No, there are not.

Q Now, | had just previously explained to the
Board, but under sworn testinony, we have provided revised

exhi bits to the Board, is that correct?

A That’s correct.
Q And what was the reason for that revision?
A We had an incorrect zip code on one of the

addr esses.




Q And those were sent out the day of the..

t hose were corrected the day they went out to the parties,

i s that correct?

A That’s correct.

Q Have you attenpted to reach agreenents with
the parties |isted on Exhibit B-3?

A. Yes, I have. 1I’ve been in touch with them
over the telephone and I’'ve mailed them leases and I've

tal ked to them and have been unsuccessful thus far.

Q But those negotiations are ongoing, is that
right?

A Yes. As a matter of a fact, | expect to
get | eases fromthese parties hopefully...mybe in the next
week or two.

Q How was notice provided to the parties

| i sted on Exhibit B-3?

A By certified mail and also with return
recei pt requested and also it was published in the Bluefield

Dai | y Tel egraph.

Q On what day?

A June the 23rd, 2006.

Q Are there any unknown owners in this unit?
A No, there are no.

Q Ckay. And the | ast addresses of the




parties...last addresses for the parties listed on Exhibit
B-3 are the correct addresses?

A Yes, those are the correct addresses.

Q Have you filed proof of publication and
mai | ed certifications wwth M. WIson?

A Yes, we have.

Q Ckay. |Is Pine Mountain authorized to
conduct business in the Comonweal t h?
A Yes, we are.
Q And is a bond on file with the Depart nent
of M nes, Mnerals and Energy?
A Yes, it is.
Q If you were able to reach an agreenent with
the parties listed on Exhibit B-3, what would those terns
be, pl ease?
A A five dollars per acre for a five year
| ease that provides a one-eighth royalty.
Q | s this reasonabl e conpensation for a | ease
in this area?
A Yes, it is.
Q And what percentage of the coal bed net hane
estate does Pine Muntain have under | ease?
A 99. 714947%

Q So, we were real close, aren’t we?




A Yes.

Q Ckay. Does this percentage al so include
tracts which Pine Mountain owns in fee?

A Yes.

Q Ckay. Wiat percentage of the gas estate
does Pine Muntain have under | ease?
A 99. 714947%
Q What percentage of the gas estate are you

seeki ng to pool ?

A . 285053%

Q And with regard to this unit, is an
escrow...is there escrow required?

A There is not.

Q Are you requesting the Board to pool the

unl eased interest |isted on Exhibit B-37?

A Yes.

Q And that Pine Mouuntain al so be naned as an
oper at or ?

A Yes.

Q What shoul d be the address for any

el ections that parties would nake with regard to this
appl i cation?
A 406 West Main Street, P. O Box 2136,

Abi ngdon, Virginia 24212, to ny attention: Phil Horn,




Di strict Landman.

Q And shoul d all addresses and comruni cati ons
be sent to this address?

A Yes.

TIM SCOTT: That’s all the questions | have for
M . Horn.

BILL HARRI'S: Questions from Board nenbers?

(No audi bl e response.)

BILL HARRIS: | do have a question of

clarification.
TI M SCOIT: Yes, sir.
BILL HARRIS: This is just personal know edge.

This...sone of these interest...a couple of them have dower
i nterest in. Could sonmeone tell nme...that neans?

TIM SCOTT: M office actually conducted the title
work on this particular unit and this case we have...the
ori gi nal owner was the husband of the |ady who is show as
t he dower interest owner. She died prior to the tine that a
spouse woul d have received a fee sinple interest. So, she
has an undi vi ded one-third interest, a life estate. She’s
still alive. So, as to this particular tract, she has a
dower and then her children...her sons have the remai nder
interest. So, that’s the...the dower is a reference to that

type of---.




TIM SCOTT: Joanne Lane. Yes, sir, that’s
correct.

BILL HARRI S: Ckay, okay. Al right, thank you.

ANy questions?
(No audi bl e response.)

BILL HARRI'S: You nay conti nue.




DOUG TERRY

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q M. Terry, would you state your nane,
pl ease?

A Doug Terry.

Q And what’s your occupation, please?

A Pet r ol eum Engi neer.

Q And by whom are you enpl oyed?

A Pine Mountain G| and Gas.

Q And you are famliar with this application
is that correct?

A Yes.

Q And what’s the...what’s the total proposed
depth for this well?

A 2,400 feet.

Q And the request made by Pine Mountain is to
pool all formations fromthe surface to the target depth, is
t hat correct?

A Yes, it is.
Q What are the estimated reserves for this

uni t ?




W estimate 250 mllion cubic feet.

And are you famliar with the well costs as

wel | ?
Yes.
What’s the estimated completed well costs?
A The estinmated total conpleted well costs is
$320, 985.
Q And the dry hole cost?

The dry hole cost is $106, 183.
Have. .. has AFE been signed and submtted to
t he Board?
A Yes, it has.

And did you assist in the preparation of
t he AFE?
Yes, | did.
Ckay. Does the AFE al so include a
reasonabl e charge for supervision?
A Yes, sir.
Q And in your professional opinion, would the
granting of this application prevent waste,
pronote...protect correlative rights and pronote
conservation?
A Yes, sir.

TIM SCOTT: Okay. That’s all the questions I have




for M. Terry.

BILL HARRI'S: Board nenbers, questions?

MARY QUI LLEN: Yes. Could you clarify the dry

hol e costs again?

DOUG TERRY: Clarify what it is? It’s---.

MARY QUI LLEN. The anount.

DOUG TERRY: The anmount, it was $106, 183.

MARY QUI LLEN: On our copy it’s $101,183.

DOUG TERRY: That’s the cost to the case in point

and 1t didn’t include the $5,000 in abandonment costs for
dry hole. So, if you add that on---.
MARY QUI LLEN:. Ch, okay.

BILL HARRIS: |If you nobve down one...one |line just

above the signatures---.

DOUG TERRY:  Yes.

BILL HARRIS: ---you can see where that has been

added. So, that’s where the $106---.

MARY QUI LLEN. Ckay. GCkay. Thank you.

BILL HARRI'S: Yeah. Usually it is in the colum.

| did the sane thing you did.
MARY QUI LLEN. Well, | saw the $5,000 on there,

but I didn’t see the total.

DOUG TERRY: Right. It sort of junps over.

MARY QUI LLEN. | see that. Thank you.




DOUG TERRY: You’re welcome.

BILL HARRI'S: (Okay. Any other questions?

(No audi bl e response.)

BILL HARRI'S: You nay conti nue.

TIM SCOTT: We’d just ask that the application be
approved as submtted by Pine Muntain, please.

Bl LL HARRI S: Do we have a notion on this

petition?

PEGGY BARBAR  Motion to approve.

MARY QUI LLEN: Second.

BILL HARRI'S: Second. Any further discussion?

(No audi bl e response.)

BILL HARRIS: All in favor, say yes.

(Al nmenbers signify by saying yes, except Donnie
Ratliff.)

BILL HARRI'S: (Opposed, |ike sign.

DONNI E RATLIFF: TI’11 abstain, Mr. Chairman.

Bl LL HARRI S: Yes, one abstention, M. Ratliff.

The petition is approved. The next itemis a petition from
Pine Mountain Ol and Gas, Inc. for pooling of coal bed

met hane unit Haysi-31 CBMunit 71-AD, Prater District,
Buchanan County, Virginia, docket nunber VGOB-06-0718-1687.
We’d ask all persons who wish to speak to this petition to

pl ease cone forward.




TIM SCOTT: Tim Scott for Pine Mountain G| and
Gas, Phil Horn and Doug Terry.
BILL HARRIS: The record will show there are no

ot her s.

TIM SCOIT: M. Chairman, as we did in the | ast
application, simlar parties are listed as respondents on
Exhibit B and B-3. So, again, we sent these notices out
with the correct zip code. We’ve revised Exhibit B and B-3
to reflect that.

BILL HARRI'S:  Ckay.

PH L HORN
DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q Mr. Horn, you’ve been previously sworn?
A Ri ght .
Q And, again, would you state your nanme and

by whom you’re employed?

A My nanme is Phil Horn, Pine Muntain Horn
and Gas, Inc., District Landman

Q And, again, your job description?

A | work on getting wells ready to be
drilled, work on oil and gas |eases, permts, surface owner

damages, pipeline right-if-way and such as that.




Q So then, again, you are famliar with this
appl i cation?

A Yes, | am

Q And you did participate in the preparation
of the application?

A Yes, | did.

Q | guess, this is located in the Nora

Coal bed Gas Field, is that right?

A That’s right.

Q And it does contain 58.77 acres?

A That’s correct.

Q Pi ne Mountain does have drilling rights in
this unit?

A That’s correct.

Q Are there any parties respondent |isted on

Exhi bit B-3 who should be dismssed fromthis application?
A No.

Q | had previously inforned the Board about

t he reason for the revised Exhibit B and B-3. Wuld you

pl ease explain that to the Board?

A Apparently, they had the wong zip code

| i sted on one of the owners and they corrected that prior to
mai ling it at the post office.

Q As to your efforts to reach an agreenent




W th the parties respondent, what have you done?

A It’s the same parties as in Haysi-6. SO,
we...I’ve been in contact with them on the telephone. They
live up in the Baltimore, Maryland area. I'm pretty sure

that they will sign a lease, but I didn’t have a lease
signed. So, | went ahead and went through the force
pool i ngs today. So, we will probably be withdraw ng this
one and the next one, | nean, once...once | get the | ease
Si gned.

Q Once you get the |l eases in place, right.
How was notice provided to the parties respondent?

A By certified mail and return receipt
requested, as well as published in the Bluefield Daily
Tel egr aph.

Q Was it published on the sane day as Haysi -
6, June the 23rd?

A Yes, June the 23rd, ‘06.

Q Are there any unknown owners in this unit?
A No, there are not.

Q Have you filed proofs of publication and

mai |l ed certifications with M. WI son?
A. Yes, we have.
Q And, again, I’'11 ask you, is Pine Mountain

aut hori zed to conduct business in the Commonweal t h?




A Yes, we are.

Q And is there a blanket bond on file with
t he Depart nent?

A Yes, there is.

Q If you were able to reach an agreenent with
t he parties respondent, what woul d those terns be?

A A five dollars per acre for a five year
| ease that provides for a one-eighth royalty.

Q Is this reasonabl e a conpensation for a
| ease in this area?

A Yes.

Q And what percentage of the CBM estate does
Pi ne Mount ai n have under | ease?

A 98. 424068%

Q And, again, | asked you before, does this
al so i nclude acreage in which Pine Mountain has a fee sinple
i nterest?

A Yes, it does.

Q What percentage of the gas estate does Pine
Mountain have under lease or the CBM Estate, I'm sorry?

A 98. 424068% and that al so includes a tract
that’s shown on the plat as being owned by Chesapeake and
their our partner in this prospect.

Q What about percentage of gas estate that




vou’' re seeking to pool?
A 1.575932%
Q Now, with regard to this unit, is there an
escrow requirenent?
A Yes.
Q kay. So, has an Exhibit E been submtted
Wi th the application?
A Yes, it has.
Q Ckay. Are you requesting the Board to pool

t he unl eased parties on Exhibit B-3?

A Yes, we are.

Q And that Pine Mountain be naned operator?
A That’s correct.

Q What shoul d be the address to use an order

providing for elections, if sonme were made on this
particular unit?

A Pine Mountain G| and Gas, Inc., 406 West
Main Street, P. O Box 2136, Abingdon, Virginia 24212, to ny
attention: Phil Horn, District Landman.

Q And should this be the address for all
communi cations with regard to this order?

A Yes, it shoul d.

TIM SCOTT: Okay. That’s all the questions I have

for M. Horn.




BILL HARRI'S: Thank you. Questions from Board

menber s?
(No audi bl e response.)

BILL HARRI S: Ckay. You may conti nue.

DOUG TERRY

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOITT:

Q M. Terry, again, you are enpl oyed by Pine

Mountain, is that correct?

A Yes.

Q As a petroleum engineer?

A Yes.

Q And you are famliar with this application?
A Yes, | am

Q As to this particular proposed well, what

woul d be the targeted depth?

A 2,450 feet.

Q What are the estimated reserves for this
particular unit?

A 250 mllion cubic feet.

Q And are you requesting the pooling of...all




coal bed net hane reserved fromthe surface to the target
dept h and anyt hing found in between?

A Yes, we are.

Q kay. Are you famliar wth the well costs

for this well?

A Yes.
Q And what is the estimated dry hole cost?
A The estimated dry hole cost for this

particular well is $133, 632.

Q And what about the conpleted well cost?
A The conplete well cost is $344, 718.
Q Did you assist in the preparation of the

AFE for this particular unit?

A Yes, | did.

Q And was that AFE signed and submtted to
t he Board with the application?
A Yes, it was.
Q Ckay. Does the AFE include a reasonable
charge for supervision?
A Yes.
Q And, in your professional opinion, would
the granting of this application be...again, in the best
i nterest of conversation, the protection of correlative

ri ghts and the prevention of waste?




TI' M SCOIT:

for M. Terry.

A. Yes, sir.

Okay. That’s all the questions I have

BILL HARRI'S: Thank you. Questions from Board

menber s?

(No audi bl e response.)

BILL HARRIS: Ckay. You may conti nue.

TI M SCOTIT:

That’s all I have. I'd ask that the

appl i cati on be approved---.

BILL HARRI'S: Thank you.

TI M SCOTT:

---as submtted.

Bl LL HARRI S: Do we have a notion?

MARY QUI LLEN. Motion to approve.

PEGGY BARBAR: TI’11 second.

Bl LL HARR

S: Ckay. Any further discussion?

Bl LL HARR

(No audi bl e response.)

S: Al in---.

SHARON PIGEON: I...I don’t have an E. Does

everyone have that,

Bl LL HARRI

but me?

S: It’s the last page.

MARY QUI LLEN: | have an E.

SHARON Pl GEON: You do?

MARY QUI LLEN:  Un- huh.

SHARON PI GEON: I must be overlooking it. I'm




sorry, | interrupted you. Only Tract 4 has to be escrowed?
TIM SCOTT: Yes, ma’am.

SHARON Pl GEON: That’s all.

BILL HARRIS:  Ckay.

SHARON PIGEON: I’'m sorry. Thank you.

BILL HARRI'S: Yeah, I think we’re okay. I guess,

we’re ready for a vote. All in favor of approval, say yes.
(AI'l menbers signify by saying yes, except Donnie
Ratliff.)
BILL HARRI'S: Opposed, |ike sign.

DONNI E RATLIFF: I711 abstain.

BILL HARRIS: One abstention, M. Ratliff. Ckay.

The petition is approved. And our last item a petition
fromPine Muntain Ol and Gas, Inc. for pooling of coal bed
methane unit, Lover’s Gap 42 CBM unit 78-Y, Prater District,
Buchanan County, Virginia, docket nunber VGOB-06-0718-1688.
We’d like to ask all of the parties who are interested in
speaking to this petition, please cone forward.

TIM SCOTT: Tim Scott, Phil Horn and Doug Terry
for Pine Muntain.

BILL HARRIS: Okay. Let the record show there are

no others. You nmay conti nue.
TIM SCOTT: W have no zip code problens on this

one.




BILL HARRI S: That’s good.

PH L HORN
DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q Ckay. M. Horn, would you state your nhane,
agai n, please?

A I’'m Phil Horn. I’'m employed by Pine
Mountain G| and Gas, Inc. as a District Landman.

Q And your job description---?

A And ny job description includes working on
wel l's, getting ready to permt and get drilled, working on
titles, |eases and dealing with the surface owners, right-
of - ways, coal owners and et cetera.

Q And you did participate in the preparation

of this application, is that correct?

A Yes, | did.

Q Is the unit in the Nora Coal bed Gas Fiel d?
A Yes, it is.

Q And it does contain 58.77 acres, is that

right?

>

No, that’s an irregular unit.
Is this an odd one?

A. It’s an odd unit. I believe it’s 48.---.




BOB WLSON: 84.

A ---84 acres.
Q Okay. That’s right.
A It’s where Oakwood...Oakwood and Nora join.

It’s an oddball unit. But it’s in the Nora Field.

Q You all do own drilling rights in this
unit, is that correct?

A Yes, we do.

Q And are there any respondents to be

di sm ssed from Exhi bit B-3?

A No.

Q Now, as far as the respondents that are

| i sted on Exhibit B-3, what efforts have you nade to attenpt
to reach an agreenent with then?

A This is the second tine we forced Ms.

St anl ey down in Morristown, Tennessee. Back the last tineg,
we. ..l called her and talked to her. She had...miled her
lease. She more or less didn’t want to lease and agreed

t hat the best thing for us to do is just to go ahead and
force pool her interest.

| s that Trudy Stanley?

Trudy Stanley, yes.

We’ve had experience with her before.

> O > O

That’s correct.




Q How was notice provided to Ms. Stanley on
Exhi bit B-3?

A By certified mail return receipt requested
as well as being told...published in the Bluefield Daily

Tel egraph on June the 23rd, 2006.

Q There are...there are no unknown owners in
this unit, is that right?

A No, there are not.

Q Okay. Have you filed proofs of publication
and mail certification with M. WIson?

A Yes.

Q And, again, is Pine Muuntain authorized to
conduct business in the Commonweal t h?

A Yes.

Q And we have a bl anket bond on file with the

Departnent, is that right?

A That’s correct.
Q What ... what terns have you offered M.
St anl ey?
A Five dollars per acre for a five year |ease

t hat provi des a one-eighth royalty.
Q And is this reasonable for a lease in this
area?

A. Yes, it is.




Q What percentage of the CBM estate does Pine
Mount ai n have under | ease?

A W have a 100%

Q And that does also include interest in
whi ch you have a 100%..you have a fee sinple interest, is
t hat correct?
A That’s correct.
Q What percentage of the CBM estate does Pine
Mount ai n have under | ease?
A 98. 61%
Q And what percentage of the gas estate are
you seeking to pool?
A 1.39%
Q Wth regard to this unit, is there an
escrow requi renent ?
A Yes, there is.
Q Ckay. And we have submtted an Exhibit B
t hat sets forth the conflict, is that correct?
A Yes.
Q Ckay. Are you requesting the Board to pool
t he unl eased parties listed on Exhibit B-3?
A Yes.
Q And that Pine Mountain be naned operator

for this unit?




A That’s correct.

Q What . . . what woul d be the address to be used
in an order and any communi cation with regard to el ections
and any conmmuni cations regardi ng the pooling order for this
unit?

A Pine Mountain G| and Gas, Inc., 406 West
Main Street, P. O Box 2136, Abingdon, Virginia 24210,
Attention: Phil Horn, District Landman.

Q And, again, this should the address for all
conmmuni cations regarding the pooling, is that right?

A That’s correct.

TIM SCOTT: Ckay. Those are the questions | have
for M. Horn.

BILL HARRI'S: Board nenbers, any questions?

(No audi bl e response.)

BILL HARRI'S: (Okay. You may proceed.

DOUG TERRY

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOITT:

Q M. Terry, are you famliar with the




appl i cation before the Board?
A Yes, sir.
Q And are you famliar with the proposed

total depth for this well?

A Yes. It’s 2,200 feet.

Q And what the estimated reserves for this
uni t?

A 250 mllion cubic feet.

Q Are you also famliar with the well costs

for this proposed well?
A Yes.

And what would the dry hole costs be?

A The dry hole cost would be $130, 646.

Q And the estinmated conpleted well costs?
A $371, 084.

Q Ckay. Are you requesting the pooling of

coal bed net hane gas reserves between the surface and the
target formations and those CBM reserves in between, is that
correct?

Yes. Yes, sir.
Q Did you assist in the preparation of the
AFE, which is submtted to the Board?
Yes, | did.

Q And was that AFE signed and made a part of




t he application?

A Yes.

Q Okay. Does the AFE include a reasonable
charge for supervision for this well?

A Yes, it does.

Q And, in your opinion, wuld the granting of
this application be in the best interest of conservation,

t he prevention of waste and the protection of correlative

rights?

A Yes.

BILL HARRIS: D d we the costs?

TI M SCOTT:  Yes.

DOUG TERRY:  Yes.

BILL HARRI'S: Were was |...where was |7?

Q What’s the estimated dry hole costs, Mr.
Terry?

A The estimated dry hole cost is $130, 646.

Q And the conpl eted cost?

A $371, 084.

BILL HARRI'S: Okay. Thank you. I wasn’t sure if

| heard those.
TIM SCOTT: That’s okay.
BILL HARRI S: Questions from Board nenbers?

(No audi bl e response.)




BILL HARRIS: Ckay. You may conti nue.

TIM SCOTT: W ask that the application be

appr oved.

BILL HARRIS: Do we have a notion?

MARY QUI LLEN:. Motion to approve.

PEGGY BARBAR: 1’11 second.

BILL HARRIS: COkay. Any further discussion?

(No audi bl e response.)

BILL HARRIS: Al in favor, say | or yes.

(AI'l menbers signify by saying yes, except Donnie
Ratliff.)

BILL HARRI'S: Al l opposed, |ike sign.

DONNI E RATLI FF: | abstain, M. Chairnman.

BILL HARRIS: Fine. M. Ratliff abstains. kay,

t he petition is approved.
TIM SCOTT: Thank you very nuch.
BILL HARRI'S: Thank you very nmuch. And we do

have- - -.

DONNI E RATLI FF: | nove that we approve the

m nut es.

BILL HARRIS: Well, there is a notion to approve

the m nutes. Do you need a second to | ook over thenf

MARY QUI LLEN: Second.

BILL HARRIS: Well, | guess there’s a second. All




in favor, say yes.
(Al nmenbers signify by saying yes.)
BILL HARRI'S: Opposed, |ike sign.

(No audi bl e response.)

BILL HARRI'S: Thank you. And...do we have

anyt hi ng el se?

BOB W LSON: Yes, sir.

BILL HARRIS: Yes. kay. Yes?

BOB WLSON: We have...we have a bit of business.

I’11 be very quick with this.

BILL HARRI'S: Thank you all.

PH L HORN. Thank you.

BOB WLSON: W neglected to get on the agenda

this time. The quarterly report fromthe escrow agent. |
want to go ahead and give you this anyway and just get on
the record the fact that our begi nning bal ance was

$13, 615, 107. 02. W received deposits totaling

$1, 272,159. 85. Earned interest of $187,584.58 and made

t otal di sbursenents during the quarter of $432,289. 26
yielding a final closing balance for the quarter at

$14, 602, 592.19. Qur---.

SHARON Pl GEON:  62.

BOB W LSON: Excuse ne?

SHARON PI GEON: 562 and not 92.




BOB WLSON: Who said that? 5...yes. Let

me...I’11 start over. Thank you.

SHARON PI GEON: Let’s just do it again.

BOB WLSON: $14,602,562.19 and our interest rate,

s of the end of June, was at 4. 9%

BILL HARRIS: Can we state that again just one

| ast tinme?

BOB WLSON: $14,602,562.19. Attached hereto is

t he detail of the disbursenents that were nmade during the
quarter. It’s the usual list that we get showing the people
who have actually received noney during this quarter

That’s all I have on this unless somebody has some questions
about the report there.

BILL HARRI'S: Any questions or discussion?

(No audi bl e response.)

BILL HARRIS: | guess that...do we need to accept

this or do we take any formal action?

BOB WLSON: No, sir. 1It’s just a presentation.

BILL HARRI'S: Okay, fine.

BOB W LSON: | would also like to...of course,

everybody here, | think, responded to the correspondence
relative to our proceeding with Wachovia for the continuing
handl i ng of the escrow account. | want to do this for the

record today to acknow edge that we did get consenting




correspondence fromthe majority of the Board to notify
Wachovi a that we woul d be continuing the escrow account with
t hem as opposed to going to the new AST conpany that has
bought that section of the business. And would like to
today, Mr. Chairman, please if you don’t mind, to codify
that in a vote to approve to approve the continuation of the
escrow account services wth Wachovia Nati onal Bank.

DONNI E RATLI FF: So noved, M. Chairman.

SHARON Pl GEON: Could I ask a---7?

BOB WLSON: Yes, ma’am.

SHARON PI GEON: ---question about this since |

haven’t seen any of this---7?

BOB W LSON: Sur e.

SHARON PI GEON: ---not being a Board nenber? |Is

this continuing it for a termor is it just for nonth to
mont h? What is its |ength?

BOB WLSON: No. 1It’s continuing it under the

exi sting contract. The existing contract was wi th Wachovi a.

SHARON PIGEON: This is extra nonths that we coul d

cont i nue- - -.

BOB W LSON: So, we had the three choices. W

could either go wwth AST, who has purchased that arm of
Machovi a; we could continue with Wachovia; or we could go in

an entirely different route and sever their relationship




wi t h WAchovia. Wachovia cane to us with a substanti al
programto continue the account and actually---.

SHARON PIGEON: Is this through the end of their

entire contract---7?

BOB WLSON: ---bring it back into Virginia.

Excuse ne?

SHARON PI GEON:  They will be relocating the

account to Virginia and will this be through the end of the
exi sting contract ternf

BOB W LSON: Yes.

SHARON PI GEON:  What is that ending date?

BOB WLSON: 2009.

SHARON PI GEON:  Thank you.

BOB W LSON: Unl ess we...the Board has the...under

St ate contract the Board has the option to actually get out
of that contract at anytine with notice. So, we could, if
we wanted to, break that contract. But the decision right
now is to either go with AST or continue w th Wachovi a.

Bl LL HARRI S: | think M. Ratliff made a notion

t hat we---.

MARY QUI LLEN. | have a question.

Bl LL HARRI S: Yes, uh-huh.

MARY QUI LLEN: You said the end of the contract in

2002. Wuld we have an option to renew that contract with




Wachovi a or has that not been a question?

BOB WLSON: 1It’s 2009.

MARY QUI LLEN: | nean, 20009.

BOB WLSON: We’ve already renewed once. We

renewed the contract once and that’s the only renewal that’s
provided for in the initial contract. So, presumably in
2009, if we continue to that point with Wachovia, we would
have to put out...negotiate a new contract.

MARY QUILLEN: Onh. Have you |earned where it

woul d be noved back to? WII it be Roanoke?

BOB WLSON: It will be nanaged in Roanoke. The

busi ness that goes along with it will be handl ed i n Roanoke
and in Wnston Salem which is one of their main, | guess,

conputer centers. The individuals that we wll be dealing
with will be in Roanoke.

MARY QUI LLEN:. Very good.

BILL HARRIS: Are those currently the fol ks that

we’re dealing with now, except for this latest?

MARY QUI LLEN:  No.

Bl LL HARRI S: Now, where...where has it been?

BOB WLSON:  Phi |l adel phi a.

MARY QUI LLEN:  Phi | adel phi a.

BILL HARRI'S: (Ckay. Wachovia has been in---?

BOB W LSON: Yes.




BILL HARRI S: Okay. Yeah, that’s...okay.

BOB WLSON: And that’s the branch of Wachovia

t hat has been (inaudible).

BILL HARRIS: Ckay. There is a notion on the

floor. We don’t have a second for it yet. But the motion
is to ask that Wachovia retain the contract and proceed as
contracted until we do sonething different.

MARY QUI LLEN: 1’11 second the motion Mr. Rasnake

made.

BILL HARRI'S: Okay. Any further discussion?

(No audi bl e response.)

BILL HARRIS: All in favor, say yes.

(Al nmenbers signify by saying yes.)
BILL HARRI'S: (Opposed, |ike sign.

(No audi bl e response.)

BILL HARRI'S: Thank you.

BOB W LSON: One other item--.

BILL HARRI'S:  Yes.

BOB WLSON: ---then I’11 gquit and we’ll all go to

eat. We have a proposal for an audit of the escrow account
that we solicited froma certified public accountants,

Robi nson, Farnmer and Cox Associates. They are actually out
of Christiansburg. Now, these fol ks have done all of the

escrow account audits for us in the past. As a matter of




fact, when we have put this out for bid, they have been the
only fol ks who have respondent. They are attuned to doing
audi ts of government funds and this sort of thing. W
solicited a proposal fromthemto do basically a six year
audit, which will be fromthe tine we went to Wachovia to

t he present. They submtted us a proposal, along with a
cost of $9,500 for that six year audit. For sake of
conparison, the two year audits that they have done for us

i n the past have costed us about $4,000 and that was, again,
five years or nore ago. This seens to be quite a reasonabl e
figure to me. I have passed this proposal pass DMME’s

fi nanci al people and our internal auditor and I don’t have
his proxy, but I will tell you that Benny is in favor of
going forward with this as well. So, | would like to get
the Board’s authorization to go ahead and pursue the

begi nning of this audit w th Robinson, Farnmer and Cox
ASSOCI at es.

BILL HARRIS: Yes. Could you give us the costs

agai n?

BOB WLSON: Yes, sir. $9, 500.

MARY QUI LLEN: For six years, that’s very good.

BOB WLSON: I’'m sorry?

MARY QUI LLEN: For six years, that’s very good.

BOB WLSON: | thought that was an extrenely good




price. By the way, just for information, this will be paid
for fromescrowed funds, fromthe interest accunul ated on
t he escrow account.

Bl LL HARRI S: Do we have a notion relative to

t hat ?

MARY QUI LLEN: Motion to accept the proposal from

the firmin Christiansburg.

Bl LL HARRI S: Do we have a second?

PEGGY BARBAR: I’11 second.

BILL HARRI'S: (Okay. Thank you. Any further

di scussi on?
(No audi bl e response.)

BILL HARRIS: All in favor, say yes.

(Al nmenbers signify by saying yes.)
BILL HARRI'S: (Opposed, |ike sign.

(No audi bl e response.)

BILL HARRI'S: Thank you. The npotion passed. W

st and adj our ned.
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